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IN THE UNITED STATES DISTRICT COURT

-FORTFHE-SOUTHERN-DISTRIECF-OF-TEXAS—m —m8m

HOUSTON DIVISION
UNITED STATES OF AMERICA, )
)
Plaintiff, )
)
v. ) No. CR-H-03-0093-04
) (Gilmore, J)
KENNETH RICE, ) ~
)
Defendant. )
)
COOPERATION AGREEMENT

Pursuant to Rule 11 of the Federal Rules of Criminal Procedure, the United States
Department of Justice by the Enron Task Force (“the Department”) and Kenneth Rice
(“Defendant™) agree to the following (the “Agreement™):

1. Defendant will plead guilty to Count 31 of the above-captioned Fourth
Superseding Indictment charging him with securities fraud in violation of 15 U.S.C. §§ 78j(b)
and 78ff. Defendant agrees that he is pleading guilty because he is guilty, and that the facts
contained in Exhibit A (attached and iricorporated herein) are true and supply a factual basis for
his plea. At the time it was committed by Defendant, the crime of securities fraud carried the
following statutory penalties:

a. Maximum term of imprisonment: 10 years
(15U.S.C. § 78ff)

b. Minimum term of imprisonment: 0 years
(15US.C. § 7861

c. Maximum term of supervised release: 3 years, to follow any term of
imprisonment; if a condition of release is violated, Defendant may be
sentenced to up to two years without credit for pre-release imprisonment



or time previously served on post-release supervision

L1 LX)

Les et 94

d. Maximum fine: $1,000,000 or twice the gain or loss
(15U.S.C. § 78f; 18 U.S.C. § 3571(d))

e. Restitution: As determined by the Court pursuant to statute
(18 US.C. §§ 3663 and 3663A)

f. 'Special Assessment: $100
(18 US.C. § 3013)

S ing Guideli

2. The Defendant agrees that his sentence is governed by the United States
Sentencing Guidelines (the “Guidelines”). Additionally, the defendant (a) waives any right to
bave facts that determine the offense level’ under the Guidelines alleged in an indictment and
found by a jury beyond a reasonable doubt, (b) agrees that the facts that determine the offense
level will be found by the court at sentencing by a preponderance of the evidence, unless it is
determined that this burden of proof cannot be waived, and that the court may consider any
reliable evidence, including hearsay, and ( ¢) waives any constitutional challenge to the validity
of the Guidelines. The parties agree that Defendant’s sentence is govemed by the November
2000 Sentencing Guidelines Manual and that U.S.S.G. § 2F1.2 governs the determination of the
applicable offense level and sentence, capped by the statutory maximum of 120 months. The
Department agrees, based on information known to it on the date of this Agreement, that it will
not oppose a downward adjustment of three levels for acceptance of responsibility pursuant to
U.S.S.G. § 3EL1.

"The term “‘offense level” includes the base offense level plus all specific offense
characteristics, enhancements and adjustments.
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3. The Department will advise the Court and the Probation Office of information

relevant to sentencing, including criminal activity engaged in by Defendant, and all such
information may be used by the Court in determining Defendant’s sentence. Defendant
understands that the parties’ positions regarding the Sentencing Guidelines do not bind the Court
and that the sentence imposed is within the discretion of the sentencing judge.

Waiver of Rig}

4 Defendant will not appeal or collaterally attack his conviction or guilty plea.
Defendant does not waive his right to appeal or collaterally attack his sentence based upon the
law at the time of his sentencing.

5. Defendant waives all defenses based on venue (but reserves the right to request a
change of venue if his plea is vacated or plea withdrawn), speedy trial under the Constitution and
Speedy Trial Act, and the statute of limitations with respect to any prosecution that is not time-
barred on the date that this Agreement is signed, in the event that (a) Defendant’s conviction is
later vacated for any reason, (b) Defendant violates any provision of this Agreement, or (c)
Defendant’s plea is later withdrawn.

6. Defendant understands that by pleading guilty he is waiving important rights
inéluding: (a) the right to persist in his previously entered plea of not guilty; (b) the right to a jury
trial with respect to guilt or sentencing; ( ¢) the right to be represented by counsel - and if
necessary to havg the court appoint counsel to represent him - at trial and at every other stage of
the proceedings; (d) the right at trial to confront and cross-examine adverse witnesses, to be
protected from compelled self-incrimination, to testify and present evidence, and to compel the

attendance of witnesses; and (e) the right to additional discovery and disclosures from the
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Department. Defendant waives any right to additional disclosure from the Department in

connection with his guilty plea.

t's Obli

7. Defendant will provide truthful, complete, and accurate information to and will

cooperate fully with the Department, both before and after he is sentenced. This cooperation will

include, but is not limited to, the folowing:

a.

Defendant agrees to make himself available at all meetings with the
Department and to respond truthfully and completely to any and all
questions put to him, whether in interviews, before a grand jury, or at any
trial or other proceeding.

Defendant waives all claims of attorney-client privilege related to
communications with any counsel for Enron in his capacity as an officer
and employee of Enron.

Defendant agrees to provide any and all documents and other material that
may be relevant to the investigation and that are in his possession or
control.

Except as required by law, Defendant agrees not to reveal any information
derived from his cooperation to any third party (other than his counsel)
without prior consent of the Department, and hereby instructs his attorneys
to do the same. Defentdant agrees to inform the Department of any attempt
by any third party to interview, depose, or communicate in any way with
him regarding this case, his cooperation, or any other information related
to Enron or transactions involving Enron.

Defendant agrees to testify truthfully at any grand jury, court, or other
proceeding as directed by the Department.

Defendant consents to adjournments of his sentencing hearing as requested
by the Department and agrees that his obligations under this Agreement
continue until the Department informs him in writing that his cooperation
is concluded. Nothing in this paragraph pertains to the date that the
Defendant may be required to report or surrender to the Bureau of Prisons
or United States Marshal’s Service in order begin the incarceratory portion
of any sentence.



‘8.  The Department and Defendant agree that Defendant’s counsel may be present at

any meetings or debriefings between Defendant and the Department, and the Department will
endeavor to provide reasonable notice of such meetings or debriefings, but counsel’s presence is
not required and, if necessary, Defendant agrees to be present and cooperate notwithstanding his
counsel’s unavailability.

9. Defendant agrees not to accept remuneration or compensation of any sort, directly
or indirectly, for the dissemination through books, articles, speeches, interviews, or any other
means, of information regarding his work at Enron or the investigation or prosecution of any civil
or criminal cases against him.

The L s Obligati

10.  The Department agrees that, except as provided in paragraphs 1, 5 and 22 (breach
of agreement), no further criminal charges will be brought against Defendant for any act or
offense in which he engaged in his capacity as an officer and employee of Enron. The
Department further agrees that, after sentencing of the Defendant, it will move to dismiss the
remaining counts of the Fourth Superseding Indictment and any underlying indictments with
prejudice.

11.  The Department further agrees that no statements made by Defendant during the
course of his cooperation will be used against him in any criminal proceedings instituted by the
Department, except as provided in paragraphs 1, 3, 5 and 22.

12.  The Department agrees that, provided Defendant fulfills the financial obligations
imposed by this Agreement, it will recommend that no additional fine, forfeiture or restitution be

ordered by the Court against Defendant at the time Defendant is sentenced. The Department
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agrees that this amount is appropriate and fully satisfies the fine, forfeiture and restitution

provisions of the law. Defendant understands that the Department’s recommendation is not
binding on the Court or the Probation Department, and the Court may order Defendant to pay an
additional fine, forfeiture or restitution notwithstanding the Department’s recommendation.
Should the Court order Defendant to pay additional forfeiture sums, restitution or a fine, he will
not be permitted on that basis to withdraw his guilty plea.

13.  If the Department determines, in its sole and exclusive discretion, that Defendant
has cooperated fully, provided substantial assistance to law enforcement authorities, and
otherwise complied with the terms of this Agreement, the Department will file a motion pursuant
to U.S.S.G. § 5K1.1 and 18 U.S.C. § 3553(¢), or pursuant to Federal Rule of Criminal Procedure
35(b), with the sentencing court setting forth the nature and extent of Defendant’s cooperation.
In this connection, Defendant understands that a determination by the Department as to whether
Defendant has cooperated fully, provided substantial assistance, and otherwise complied with
this Agreement, as well as the Department’s assessment of the value, truthfulness, completeness,
and accuracy of the cooperation, is binding on him. Defendant agrees that, in making these
determinations, the Department may consider facts leamed by the Department both before and
after the signing of this Agreement. The Department may or may not, in its sole and exclusive
discretion, recommend to the Court a specific sentence to be imposed. Except as otherwise set
forth in this Agreement, the Department will not make a promise or representation to Defendant
as to what sentence will be recommended by the Department. The Department does not and

cannot make any promise as to what sentence will be imposed by the Court.



Forfeiture and Monetary Penalties

14.

Defendant agrees to pay the special assessment of $100 by check payable to the

Clerk of the Court at or before sentencing. 18 U.S.C. § 3013(a)(2)(A); U.S.S.G. § SE1.3.

15.

Defendant agrees to forfeit the following specific assets, which have an

approximate value of $13,700,000 and constitute proceeds of the offenses to which he will plead

guilty:

@

(b)

©

@
()

®

®

®)

real property known as 7207 Last Dollar Canyon, located in Telluride, Colorado,
including lot 15A titled in the name of Summit Canyon Qualified Personal
Residence Trust I and Summit Canyon Qualified Personal Residence Trust II, and
lot 11A titled in the name of Summit Canyon, L1LC;

a platinum, sapphire and diamond necklace, with 16 diamonds (total weight
approximately 3.38 carats) and 226 sapphires (total weight approximately 15.05
carats) and a platinum, sapphire and diamond bracelet with approximately 6.65
carats of sapphires and approximately 1.68 carats of diamonds, purchased from
Borsheim’s Jewelry on June 15, 2000;

One 1995 Ferrari F355 Challenge, VIN no. ZFFPR41A2S0104478, registered to
Ken Rice;

One 1999 Shelby, VIN no. SCXSA1810X1.000027, registered to Kenneth Rice;

$219,112.03 in Ameritrade account no. E240-052859, in the name of Kenneth D,
Rice and Teresa K. Rice;

Contents of Bank of America account no. TX4-052400/06058489373, in the name
of Kenneth D. Rice and Teresa K. Rice;

$8,265.06 in cash and/or money market funds held in Goldman Sachs account no.
012-10733-0, in the name of Kenneth Rice;

The contents? of Sentinel Trust account number 21-25018, in the name of Ken
Rice Restricted Agency Account, including cash and/or money market funds, all
securities, a partnership interest based on a $750,000 capital contribution in BBT

2 The contents of this account do not include Manulife Financial Venture Annuity
#2101902, which is reflected on the account statement but not actually held in the account.
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Partners, LP, and all interest in Stembhill Partners I, L.P., a limited partnership.

@) The contents of the Sentinel Trust account no. 08-25000, including all cash and/or
money market funds and securities, in the name of the Ken and Teresa Rice
Foundation;

()] The contents of Sentinel Trust, Account No. 11-25017, constituting the proceeds
of the sale of the property located at 400 Elk Creek Road;

(k)  The contents of Sentinel Trust Account 11-25016, constituting the proceeds of the
sale of a2 2001 Ferrari 360 Challenge, VIN no. ZFFYR51800123311;

{y) $300,000 of Highland County FL Health Facilities Revenue Bond held in
Goldman Sachs account no. 012-10733-0, in the name of Kenneth Rice;

16.  Defendant agrees to entry of a money judgment against him in the amount of
$372,079.00, representing the remaining amount of criminally derived proceeds, and to substitute
the following assets for forfeiture of this amount: $372,079.00 in United States currency
contained within Sentinel Trust Company Account Number 08-25001.

17.  Defendant warrants that he and his wife, Teresa K. Rice are the sole owners of all
of the property listed above, and agrees to hold the United States, its agents and employees
harmless from any claims whatsoever in connection with the seizure or forfeiture of property
covered by this agreement. Defendant’s wife, Teresa K. Rice, also agrees to waive her right,
title; and interest in the property forfeited under this agreement, and her execution of this waiver,
a copy of which is attached hereto, is a condition precedent of this Agreement.

18.  Defendant further agrees to waive all interest in any asset listed above for
forfeiture in any administrative or judicial forfeiture proceeding, whether criminal or civil, state
or federal. Defendant agrees to consent to the entry of orders of forfeiture for such property and

waives the requirements of Federal Rules of Criminal Procedure 32.2 and 43(a) regarding notice

-8



of the forfeiture in the charging instrument, announcement of the forfeiture at sentencing, and

incorporation of the forfeiture in the judgment. Defendant acknowledges that he understands that
the forfeiture of assets is part of the sentence that may be imposed in this case and waives any
failure by the Court to advise him of this, pursuant to Rule 11(b)(1)}(J), at the time his guilty plea
is accepted.

19.  Defendant knowingly and voluntarily agrees to waive his right to a jury trial on
the forfeitability of the assets identified for forfeiture, and to waive all constitutional and
statutory challenges in any manner (including direct appeal, habeas corpus, or any other means)
to any forfeiture carried out in accordance with this Agreement on any grounds, including that the
forfeiture constitutes an excessive fine or punishment or that it violates the Ex Post Facto Clause
of the Constitution.

20. Defendant agrees to take all steps as requested by the United States to pass clear
title to the forfeitable assets to the United States, and to testify truthfully in any judicial forfeiture
proceeding. Defendant agrees not to seek a refund from the United States Treasury of the
amount that he paid in taxes in connection with the receipt of the above-listed proceeds from the
offense to which he will plead guilty, and waives his right, title, and interest to the taxes paid on
that amount.

Bankruptcy Waiver

21. Defendant agrees not to avoid or attempt to avoid paying any fine or restitution
imposed by the Court in this proceeding through any proceeding pursuant to the United States
Bankruptcy Code. Defendant waives all rights, if any, to obtain discharge or to delay payment of

any fine or restitution obligation arising from this proceeding or alter the time for payment by
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filing a petition pursuant to the Bankruptcy Code. Defendant stipulates that enforcement of any

fine or restitution obligation arising from this proceeding by the Department is not barred or
affected by the automatic stay provisions of the United States Bankruptcy Code and that
enforcement of any fine or restitution obligation arising from this proceeding by the Department
is a valid exercise of its police or regulatory power within the meaning of Title 11, United States
Code, Section 362(b). Defendant stipulates and agrees not to institute or participate in any
proceeding to interfere with, alter, or bar enforcement of any fine or restitution obligation arising
from this proceeding pursuant to the automatic stay or other provision of the Bankruptcy Code in
any case filed by Defendant or her creditors. Upon request of the Department, Defendant will
execute a stipulation granting the Department relief from the automatic stay or other Bankruptcy
Code provisions in order to enforce any fine or restitution obligation arising from this
proceeding. Defendant stipulates that any fine or restitution obligation imposed by the Court in
this proceeding is not dischargeable pursuant to Title 11, United States Code, Section 523 in any
case commenced by Defendant or her creditors pursuant to the Bankruptcy Code. Defendant’s
waivers, stipulations, and agreements set forth in this paragraph are made in exchange for the
Department’s entering into this Agreement.
Breach of Agreement

22. Defendant must at all times give complete, truthful, and accurate information and
testimony, and must not commit, or attempt to commit, any further crimes, including but not
limited to perjury, making false statements, and obstruction of justice. Should Defendant violate
any provision of this Agreement, Defendant will not be released from his guilty pleas but the

Department will be released from all its obligations under this Agreement, including its promise
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not to prosecute Defendant for any offenses arising from his employment at Enron. Defendant

agrees that, in any such prosecution, all statements and other information that he has provided at
any time, including all statements he has made and all evidence he has produced during proffers,
interviews, testimony, and otherwise, may be used against him, regardless of any constitutional
provision, statute, rule, prior agreement, or other term of this Agreement to the contrary.
Hyde Amendment Wajver

23.  Defendant agrees that with respect to all charges contained in the Fourth
Superseding Indictment and any underlying indictments returned by the grand jury in the above-
captioned action, he is not a “prevailing party” within the meaning of the “Hyde Amendment,”
Section 617, PL 105-119 (Nov. 26, 1997), and will not file any claim under that law.

Scope

24. This Agreement does not bind any federal, state, or local prosecuting authority other
than the Department, and does not prohibit the Department or any other department, agency, or
commission of the United States from initiating or prosecuting any civil, administrative, or tax

proceedings directly or indirectly involving Defendant.
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Complete Agreement

25. Apart from the written proffer agreements originally dated June 3 and June 27, 2004,
no promises, agreements or conditions have been entered into by the parties other than those set
forth in this Agreement and none will be entered into unless memorialized in writing and signed
by all parties. This Agreement supersedes all prior promises, agreements, or conditions between
the parties, including the written proffer agreement. To become effective, this Agreement must
be signed by all signatories listed below and in the addenda.

Dated: Houston, Texas

Tuly3b, 2004 ANDREW WEISSMANN
Director, Enron Task Force

By:
Campbell
Sean M. Berkowitz
Lisa O. Monaco
Assistant United States Attorneys

Laurel Loomis

Patrick Murphy
Senior Trial Attorneys
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ADDENDUM FOR DEFENDANT RICE |

I have consulted with my attorneys and fully understand all my rights with respect to the
Fourth Superseding Indictment and underlying indictments. I have consulted with my attomeys
and fully understand all my rights with respect to the provisions of the U.S. Sentencing
Commission’s Q&ds_l_m_ﬁMM which may apply in my case. I have read this Agreement and
carefully reviewed every part of it with my attomeys. No promises have been made to me by the

Department except as set forth in this Agreement. I understand this Agreement and I voluntarily

agree to it.

7/otfoof
Kenneth Rice Date
Defendant
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ADDENDUM FOR DEFENSE COUNSEL

I have fully explained to Defendant Rice his rights with respect to the pending Fourth
Superseding Indictment and underlying indictments. I have reviewed the provisions of the U.S.
Sentencing Commission's Guidelines Manual and I have fully explained to Defendant the
provisions of those Guidelines which may apply in this case. Ihave carefully reviewed every
part of this Agreement with Defendant. To my knowledge, Defendant’s decision to waive
ent and enter into this Agreement is an informed and voluntary one.

72004

Date

illiam Dolan, Esq.
Attorney for Defendant Rice



IN THE UNITED STATES DISTRICT COURT

UNITED STATES OF AMERICA,

KENNETH RICE,

FOR FHE-SOUTHERN DISTRICT-OF TEXAS
Py >

HOUSTON DIVISION

Plaintiff,

\A No. CR-H-03-0093-04

(Gilmore, J)

Defendant.

e e St Nt Nt Nl st st s

Exhibit A o Plea 2

This statement by defendant Kenneth Rice is submitted to provide a factual basis for my

plea of guilty to Count 31 of the above-captioned Fourth Superseding Indictment.

1.

Enron Corporation (“Enron’) was an Oregon corporation with its headquarters in
Houston, Texas. Among other businesses, Enron was engaged in the purchase and sale of
natural gas, construction and ownership of pipelines and power facilities,
telecommunications services, and trading in contracts to buy and sell various
commodities. Enron stock was publicly traded on the New York Stock Exchange
(“NYSE”).

1 was employed at Enron from 1980 to July 2001. From July 1999 to February 2000, I
was Co-Chief Executive Officer (“CEO”) of Enron Broadband Services (“EBS™). From
February 2000 until July 2000, I was Chief Commercial Officer (“CCO”) of EBS. From
August 2000 to July 2001, I was CEQ of EBS. EBS was Enron’s telecommunications
subsidiary. While CEQ, Co-CEO and CCO, I and other officers and employees of Enron
Corp. and EBS made false statements about the products, services and business
performance of EBS. Our purpose was to mislead investors and others about the success
of EBS, including the extent to which the company had developed various products and
services and the company’s financial performance, in order to artificially inflate the price
of Enron stock.

I also engaged in schemes to enrich myself and others at the expense of Enron
shareholders and in violation of my duty of honest services to those shareholders.

Certain of those fraudulent statements, for which I accept responsibility, are detailed
below.



I consp:red w1th others to falsely portmy the commerclal and dcvelopmental success of

company 8 dcvelopment of ccrtam soﬁware capablhtm and 1ts ﬁbcr-opuc network. In
particular, in late 1999 and early 2000, I, together with others, conspired to falsely claim
to investment analysts at Enron’s January 20, 2000 analyst conference that EBS had
developed revolutionary network control software that, among other things, allowed the
company to provide differentiated quality of service, dynamic provisioning of bandwidth
and usage-based metering and billing, features that, if they had existed, would have been
unique in the industry and given EBS a significant competitive advantage. We also
falsely represented that EBS’ fiber-optic network was superior and essentially complete.
In reality, substantial portions of EBS’ network were not operational and the network was
not superior to those of our competitors. In addition, EBS’ network did not operate as we
publicly portrayed. For example, at no point in my tenure with the company was EBS
able to develop commercially viable network control software, also known as the
“Broadband Operating System,” or “BOS,” that could provide these revolutionary
features. Moreover, it was known throughout the company as of January 2000 that the
BOS had not progressed beyond the internal development stage and was not deployed on
EBS’ fiber optic network. The purpose in making these misrepresentations was to falsely
portray to the investing public that EBS had a thriving telecommunications business that
had successfully developed revolutionary software which would, in turn, cause Enron’s
stock price to increase significantly.

In addition to making false statements at the January 20, 2000 analyst conference, I and
others permitted press releases to be issued making false claims about EBS’ commercial
performance and network sesvices features. In my role as Co-CEO and CCO, I reviewed
press releases and was aware that false statements were being made about a variety of
matters. Among those false claims were assertions made in 1999-2001 that EBS had
successfully developed and deployed the BOS and that the BOS was controlling our
network. In reality, the BOS did not progress beyond the internal development stage, was
never deployed and was not controlling EBS’ network. I was aware that the status of the
BOS was being misrepresented in press releases but did nothing to correct them.

EBS struggled commercially throughout 2000. The company had an inflated cost
structure and very limited revenues. EBS was able to meet its targets, but only by
engaging in transactions some of which involved the sale of assets to parties such as the
LIM?2 partnership. Internal projections indicated that the company stood to take
substantial losses in 2001, well beyond publicly announced targets.

In December 2000 and January 2001, I and others began to prepare for Enron’s January
25, 2001 analyst conference. At the January 25, 2001 analyst conference, I and others
falsely portrayed EBS as a commercial and business success. I also claimed that the BOS
network control software was “up and running” on our network and allowed the company
to deliver the unique features outlined in paragraph 5 above. In reality, as in January
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2000, the BOS soﬁware had not progmsed beyond the mtemal dcvclopmcnt stage and

dchvered the quahty of service, usago—based metering and bxllmg and dynmmc bandwxdth
provisioning features across all layers of the network. In addition, I knew that the
company stood to sustain operating losses in 2001 greater than our publicly announced
targets and that it lacked a sustainable customer and commercial base. I failed to disclose
these facts to the investing public, which created a misleading impression of the vitality
of the company. The purpose in making these omissions and misrepresentations was to
falsely portray EBS as a successful venture and, in turn, to positively influence Enron’s
stock price.

9, I understood at the time that I made these statements that they were false and that there
was a substantial likelihood that a reasonable investor would consider the information
important in making a decision to invest. I also understood that Enron stock was publicly
traded on the NYSE. I also understood that interstate wire transmissions, including fax
transmissions, email and telephone calls, would be used and were used in furtherance of
the scheme. Specifically, among other things I knew that press releases would be
released through the use of interstate wire communications. From January 20, 2000
through at least March 31, 2001, EBS accounted for a minimum of $10 of the total value
of Baron’s stock price. Throughout this same period, Enron had in excess of 500,000,000
outstanding shares,

10.  The preceding is a summary, made for the purpose of providing the Court with a factual
basis for my guilty plea to Count 31 of the Fourth Superseding Indictment. It does not
include all of the facts known to me concerning criminal activity in which I and other
members of Enron and EBS’ senior management engaged. | make this statement
knowingly and voluntarily because I am in fact guilty of the crimes charged.

L Yooy
Kenneth Rice Date
Defendant
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KEVIN HOWARD )
SCOTT YEAGER )
REX SHELBY, and )
MICHAEL KRAUTZ, )
)
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STIPULATION AND WAIVER
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$219,112.03 i Ameritrade sccomnt no. E240-052859, i the name of Keometh D.
Rice eand Terdsa K. Rice;

Contents of Bank of America account no. 1‘){4-052400/060584-89373.mﬂ10m0
of Kenweth DL Rice and Teresa X. Rice;

$8,265.06 in cath und/or money market fimds held m Goldmen Sachs accovnt no.
012-10733-0, in the name of Kenneth Rice;

The contents} of Sentine] Trust account romber 21-25018, in the name of Ken
Rice Restricty Amwmmmmsumw«wwmm
socuritios, & partnership interest besed on 2 $750,000 capital contribution in BBT
Parmers, LP, and all iuterest in Sterohill Partmers I, L.P., a limited partnership.

The conte: o of the Sentinel Trust sccount no, 08-25000, including all cash and/or
money markit fimds and secarities, in the name of the Ken and Tervsa Rice
Poundation;

The contenty of Sentinel Trust, Aocount No. 11-25017, constituting the proceeds
of the sale of the property looated at 400 Blk Croek Road;

The contents of Sentinel Trust Acoouns 11-25016, constituting the proceeds of the
sale of x 2001 Fexxari 360 Chellenge, VIN no, ZFFYRS1800123311;

$300,000 of Highland County FL Health Pacilitics Revenue Bond beld in
Goldman Sechs account no. 012-10733-0, in the name of Kenneth Rice;

I farther agree that 3l righn, title and intexest I bave in these properties cam be forfeited to

the United States without further notice to me. I also agres to execute and record any and ail
documaents necessary to transfer the funds to the United States ax part of o forfeiture judgment.

) [
w

Williagn Dolan

w3 L

! 'The conteuts of firis acconnt do not includs Manulife Financial Venture Annuity
#2101902, which {3 ref} on the account statement but not actually held in the acconut.
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UNITED STATES OF AMERICA 8
§
V. § Cr. No. H-03.93.04
§
KENNETH RICE, §  Violmions: 15 U.S.C. §§ 78j(b) snd 78EE,
JOSEPH HIRKO, § 17 C.F.R. § 240.10b-$ (Secuzities Fraud),
KEVIN HANNON, § 18 U.S.C. §§ 1343 (Wite Fraud);
KEVIN HOWARD, § 371 (Conspiracy); 2 (Aiding and Abefting);
SCOTT YEAGER, § 1957 (Moncy Laundering); 981 and 582
REX SHELBY, and § {Asset Forfeiture); 28 U.S.C. § 2461
MICHAEL KRAUTZ ] {Asset Forfeiture).
FOURTH SUPERSEDING INDICTMENT
The Grand Jury charpes:
INIRODUCTION

1. At all times relevant to this Fourth Superseding Indictment, Enyon Com.
{"Enron”) was a publicly-traded Oregon cotporation with its headquarters in Houston. Texas.
Among other businesses, Enron was eugaged in the purchass and sale of natural gas, construction
and ownership of pipelines and power facilities, provision of telecommunication services, and
rading in contracts 1o buy and sel} various commoditics. Before it filed for bankruptcy on
Decerber 2, 2001, Enton was the seventh largest corporation 1n the United States.

2. Erzon was a publicly traded company whose shares were listed on the New York
Stock Exchange. As a public company, Enroa was required to comply with regulations of the
United States Securities and Exchange Commission (“SEC"). Those regulations protect

members of the investing public by, among other things, ensuring that 2 company's financial

informatiop is accurately recorded and disclosed to the public.




3. Prior to 1997, Enron was pot intvolved in the telecommunications business. On
luly 1, 1997, Enron acquired s publi¢ utility, Portiand General Corporation, based in Portland,
Oregon. As part of that acquisition, Earon acquived Portiand General’s telecommunications
division, FirstPoint Communications, Inc. (“FirstPoint"). In 1998, Enron changed the name of
FirstPoint to Enron Communications, Inc. (“ECT") and expanded the business. In approximately
January 2000, EC1 was renamed Enron Broadband Services (BCI and EBS will coliectively be
refexrod 10 herein as “BBS™). At all times relevant ta this Fourth Superseding Indictment, EBS
wag a2 wholly-owned subsidiary of Enron engaged in the telecommunications business.

The Defendauts

4.  Defendant KENNETH RICE is a resident of Houston, Texas. RICE was
Chairman and Chief Exscutive Officer (“CEO”) of EBS from approximately July 16, 1999 to
approximately July 13, 2001. RICE shared CEO responsibilities with JOSEPH HIRKO from
approximately July 16, 1999 to July 28, 2000.

5 Defendsnt JOSEPH HIRKOQ is a resident of Portland, Oregon, HIRKO was
President and CEO of EBS from approximately July 1, 1998 to July 28, 2000. HIRKO shared
CEO responsibilities with KENNETH RICE from approximately July 16, 1599 to July 28, 2000

6. Defendant KEVIN HANNON is 2 resident of Houston, Texas. HANNON was
Chief Operating Offices (“COO") of EBS from approximatcly January 27, 2000 to June 2001.

7. Defendant KEVIN HOWARD is a resident of Houston, Texas. HOWARD was
Viee President of Finance st EBS from spproximately August 1, 1999 to September 2001.

8. Defendant SCOTT YEAGER is a resident of Sugarland, Texas. YEAGER
became Senior Vice President of Strategic Developruent ot EBS on approximately October 1,
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1998. His omploymont at EBS was terminated on approximatcly August 1, 2001.

9. Defendant REX SHELBY is a resident of Houstan, Texas. SHELBY became
Senior Vice President of Engineering Operations at EBS on approximately December 9, 1998.
His employment at EBS was terminated on spproximately November 15, 200].

10.  Defendant MICHAEL KRAUTZ is a resident of Houston, Texas, KRAUTZ was
Senior Director of Transactional Accounting st ECVEBS from approximately August 16, 1999 10
October 3, 2001.

THE SCHEMES TQ DEFRAUD

Semmaky of the Schemes

11.  From at least April 1999 untit May 14, 2001, defendants KENNETH RICE,
JOSEPH HIRKQ, KEVIN HANNON, XEVIN HOWARD, SCOTT YEAGER, REX SHELBY,
and MICHAEL KRAUTZ, together with others, engaged in conduct and made fals¢ and
misieading statements and omitted material information from statements mads, afl of which were
designed to snd did decsive the investing public and others about the technological capebilities,
value, revenue and business performance of EBS. The defendants executed this scheme by,
among other means: (i) causing Enron o issue materially false and misleading press releases; (ii)
making and causing others to make materially false and misieading statements to equity analysts
and others; (lii) using freudulent mezns to generate revenue so that EBS and Enron could appear
to reach publicly declared financial targets; and (iv) failing to disclose malerial adverse
information sbout EBS’s poor business performance. During this same time period, defendants
RICE, BIRKO, HANNON, YEAGER, snd SHELBY sold large quantitics of Bnron stock,

generating millions of dolars for themselves.




12.  Inlate 1998, defendant SCOTT YEAGER proposed that Enron build an advanced,
software-driven, “intelligent” telecommunications network. Defendant JOSEPH HIRKO backed
this propasal. To implement this plan, EBS acquired Modulus, 2 small software company run by,
among others, defendant REX SHELBY. SHELBY was tasked with turning Modulus' messaging
software, called InterApent, into complex “intefligent” petwork control software capable of
running & nationwide telecommunications network with advanced features, such as automated
billing and user-defined and controlled quality of service.

Ealzc Sisements; Press Reioascs

13.  On April 19, 1999, defendants HIRKO, YEAGER and SHELBY issued and caused
to be isswed the first of many materially false and misleading press releases. The press relcase
announced that the Enron Intelligent Netwotk was tested, “Ht,” or operational, and ready to
deliver two products, a media stresming product and a2 media transport product. The press release
staved that a software contrel layer powered by InterAgent was cmbedded on Enron’s network and
the networks of Enron’s distribution partners. The preas release stated that the InterAgent
software provided built-in “intelligence” that allowed Enron to route data efficiently and reliably
and pravide usage-basod metering and billing, bandwidth scheduling, and nser-defined quality of
service, or “QO8," to the desktop. All of these claims were false and misleading. Among other
falsc claims, only a szmall part of the petwork was lit, the two media products were not functional,
and the claimed network contral software did not exist,

14.  During the remainder of 1999, defendants RICE, HIRKO, YEAGER and SHELBY
issued and coused to be issued numerous additional press releases containing false claims about
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the Baron network similar to those set forth in paragraph 13 above. At various times during 1999
and carly 2000, numerous EBS exccutives and employees told RICE, HIRKO, YEAGER and
SHELBY that, among othcr things, the Enron network was not intelligent and Enron's press
releases and marketing materials wers false and misleading. Despitc these wamnings, and other
negative information about EBS, RICE, HIRKO, YEAGER and SHELBY failed to correct past
false statements and continued to issue pew false stateroents.

15.  In the summer of 1999, Enron announced thet EBS would become 8 “core™ Enron
business and a2 major part of Enron’s overall business strategy. In earfy November 1999, Erwon
scriior mansgement, HIRKO sud RICE decided to make EBS the centerpiece of Enron’s samuat
presentation to equity snalysts, scheduled for Januagy 20, 2000.

Ihe January 20,2000 Analvst Confarence

16.  Between laic October 1999 and Januery 2000, defendants RICE, HIRKO,
YEAGER, SHELBY, HOWARD gnd others sttended meetings sud participated in conference
calls to prepare & PowerPoint and video preseatstion about EBS for Enron’s upcoming analyst
conference. In these mestings, RICE, YEAGER, HIRKQ, SHELBY and others decided to rename
Enron’s network softwaze, which was still in very early planning stages, the “Broadbend
Operating System,” or “BOS." Early drafis of the PowerPoint preseotation clearly stated that the
BOS and related network control software was under development and would not be deployed and
operational until a futore date. During December 1999 and January 2000, these “forward-
looking™ statements were progressively deleted from the PowcrPoint presentation.

17.  OnJanusry 20, 2000, Enron made EBS the major focus of its annual equity analyst

conference in Houston, Texss. During the presentation, which defendant YEAGER also attended,




dofondants RICE, HIRKO, SHELBY and others made mumerous falss and misleading statements
about EBS"s fiber network, proprietary softwars and technical capabilities, Among other things,
HIRKO, SHELBY 2nd others clsimed that EBS possessed advanced network contro) software that
made Enron superior to its competitors by allowing Bnroa to control quality of service all the way
to the customer’s desktop snd to bill customers only for the amount of bandwidth capacity they
actually used rather than at a flat billing rate.  As part of this effort, SHELBY made a video
presentation shout the BOS in which he claimed that the BOS software was built and controlling
the network, providing quality of service control and other festures. Theac clsima, along with
other statements made by RICE, HIRKO, SHELBY and others during the presentation, were false
and misleading. As RICE, HIRKO, SHELBY and YEAGER knew, Enron did not have any
proprictary network contro} or BOS software on its commercial network; Enson’s network did not
possess most of the advanced capabilities claimed during the presentation; the only portion of the
BOS project actually in existence was in development in a soRRware lab; and most of the software
specifications that would be required before the BOS software could be written and deployed had
not yet even been defined.

18.  The Enron presentation was received favorably by analysts and investors. On
January 20, 2000, the day of the presantation, the share price of Enyon stock increased from
approximately $54 10 $67. The following day, the stock rose above $72.
Continyed False Statemonts

19.  Following the analyst conference, between approximately January 31, 2000 and
July 19, 2000, defendants RICE, HANNON, HIRKO, YEAGER, SHELBY and others continued

to cause the issuance of matexially falsc and misleading press releases. These press releases




falsely stated thst intelligent softwarc or an imelligent operating system, typically referved to by
name 3s the BOS, was embedded on the Enron network and provided quality of scrvice control
and other features. In fact, the BOS remained in the specification drafting phase, Enron had no
proprietary contro} software deployed on its network, and Enron had 1o softwarc that could
control quality of service.
The Blockbuster Agreement

20.  On April 5, 2000, EBS signod a 20-year exclusive agrsemcat with Blockbuster Inc.
(“Blockbuster™), the nation’s largest video rental company, to stream movies to customers’
bomes. Under the agreement, Blockbuster was responsible for obtaining digital rights to film
comtent from stadioa and other sources. EBS was responsible for encoding the movies and
streaming them over its telecommunications netwark to customers’ homes. This business was
known as “video on demand,” or “VOD,” becanse the cumomers were supposcd to be able to
access and watch movies in their homes whenever they wanted. To obtain this contract, EBS
employces misied Blockbuster crnployees about the capabilities of the Enron network. Enron
announced the deal on July 19, 2000, issuing 2 prass relesse that was false and misleading in
DUINETOUS respects,

21.  The VOD servict never got beyond the testing stage, as EBS ncver developed a
cost-effective way to stream movies to customers’ homes, and Blockbuster and EBS never

obtained sufficient quantities of premium content to distribute over the system. As a result, the

EBS/Blockbuster relstionship never generated any recurring revenue for EBS.
Origins of Proiect Brave
22.  Earon's Chief Operating Officer projected at the January 2000 analyst conference




thet EBS wowld Jose spproximately $60 million during 2000. On October 9, 2000, defondants
RICE, BANNON, HOWARD, and others were informed that EBS - which bad failed to generate
sny significant recurring revenues during 2000 — would lose #pproximately $118 million in the
fourth quarter of 2000 slone. As s rosult, RICE, HANNON, snd HOWARD loew that abscat a
large infusion of revenue before year end, EBS would miss its previously announced target by a
wide margin.

23.  In approximately fall of 2000, defendent HOWARD ordered Enron employees who
reported 1o him to examine the Blockbuster agreement to see if there was any way Enron could
derive accelerated esmings for the fourth quarter of 2000. The structured finance transaction that
resulted was known st EBS by the code name “Project Braveheart” and was designed to allow
EBS to “monetize” the Blockbuster sgreement. The monetization first invelved calculating the
net present value of the VOD businees, based upon its estimated future earnings, and then creating
4 joint venture that would allow EBS 1o sell those future samings to a thind party as & financial
asset. EBS would then recognize the gain from this sale as revenue immediately at the time of the
monetization, rather than gradually over the life of the agreement. Though EBS initiaily planned
to recognize s small amount of the proceeds as revente in 2000, HANNON ordered that the size
of the trausaction be increaged over the course of the fourth quarter of 2000, ss defendants
HANNON, HOWARD and others learned that EBS would potentislly miss its carnings target by
an increasing armount.

Structure of the Bravebeart Transsction
24.  Inorder to complete the Bravcheart transaction, EBS created a joint venture with

two investors: nCube, a small VOD technology company based in Beaverton, Oregon, and




“Thunderbird,” an investment vchicle owned by an Enton-controlled investment fund called
“Whitewing." nCube and Thunderbird purportedly combined to contribute 3% of the equity of
the joint venture, which was calied EBS Content Systems LLC. The joint venture was purposely
“deconsolidated” from Enron’s books so that the results of its operations would not be reflected
an Enron’s financial statements. EBS subsequently assigned the Blockbuster contract to the joint
venturc. EBS then sold a portion of its inserest in the joint venture for spproximatcly $115
milliov to an investment structure called “Hawaii 125-0,” which previously had been created and
funded by the Canadian Imperial Bank of Commerce (“CIBC™). Enron recognized approximaiely
5111 million of the $115 million it received from CIBC as revenue in the fourth quartes of 2000

and the first quaster of 2001.

25.  Under relevant accounting rules, Enron could recognize eamings from the
Braveheart transaction anly if, among other things, three basic sccounting requirements were met:
(i) EBS did not control the joint venture; (ii) nCube and Thunderbird made at-risk equity
investments in the joint venture, and these investrnents remained at risk for the duration of the
joint venture; and (iii) the Hawsii 125-0 trust’s capital structure included at least a 3% at-risk
squity investment, Defendants HOWARD and KRAUTZ were aware of and understood these
requircments. If these requirements were not met, the proceeds Enron received from CIBC should
have been reported as debt, not revenoe,

Violation of A ing Requi ‘
26.  Defendanis HOWARD, KRAUTZ and others intentionally violated these

accounting requircments in order to complete the transaction and recond $111 million in revenue
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for Enron, Among other things, HOWARD, KRAUTZ, and others (j) selected nCube as a joint
venture partner because they knew that nCube would and did allow EBS to control the joint
venture; (i) promised nCube that it could sell its interest in the joint venture to EBS or an EBS
designee in early 2001 snd would receive, a tha time, its investmen) plus 2 fixed retum; and (i)
“s0l4"” 2n inlerast in the joint venture to CTBC evea though HOWARD and others knew thet
Enron had promised CIBC that it would not lose money on its Hawali 125-0 transactions.

27.  Defendants HOWARD, KRAUTZ and others also intentionally deceived Asthur
Andersen accountants working on the transaction by failing to disclose, among other things, that
the Braveheart transaction delibecately had been structured in a way that violated spplicsble
accounting requirements. As HOWARD and KRAUTZ knew, had all of the facts about the
transaction been disclosed, Enron would not have been able to report any of the $111 mitlion as
fevenue.

Impact of the Braveheart Trancaction

28.  In the fourth quarter of 2000, $53 million of EBS's reported $63 smillion in revenue
came from Braveheart, while in the first quarter of 2001, $58 million of EBS's $85 million in
reported revenue was from the tansaction. On January 22, 2001, Exron’s Chief Operating
Officer announced to equity analysts on a confaance call that EBS had met its $60 million loss
target. Absent the frandulent Braveheart revenucs, EBS would have missed its publicly stated
target for the year 2000 by more than $50 million. Similarly, in the first quarter of 2001, EBS
would have missed its quarterly target but for the revenues from the fraudulent Braveheart
transaction. Enron reported the revenues from the Braveheart transaction on ite publicly filed
SEC form 10-K for 2000 and SBC form 10-Q for the first quarter of 2001,

10




The Jaouary 25, 2001 Analyst Conftrence

29.  Between spproximately October 2000 and January 22, 2001, defendants RICE and
HANNON ware repeatedly informed that: EBS was performing very poorly; EBS had mede littic
commercial progress during 2000; EBS's network operations should be stut down or sold; and
EBS had an unsupportable cost structure. This informution was provided by senior executives,
independent business consultants, and in weekly mansgement summaries settiag forth EBS’s
projected losses. On January 22, 2001, RICE and HANNON were informaed that every business
unit at EBS was losing money and that EBS currently estimated that it would lose more than §149
million in the first quarter of 2001.

30.  InDecember 2000, defendants RICE and HANNON also became aware that
Blockbuster was threatening to termimate the EBS-Blockbuster VOD agreement becavse, among
other things, EBS had failed to meet its contractnal commitment to sign distribution agreements
with cach regional Bell operating company by December 2000. In otder to prevent termination,
which would threaten the Bravebeset transaction, EBS negotiated an extension with Blockbuster
in which both parties agreed not 10 terminate the agreement before March 2001. The agreement
was subscquently tcrminated in March 2001.

31.  InJanuary 2001, defendmnts RICE and HANNON held a series of meetings to plan
the EBS presentation for Enron’s upcoming annual equity analyst conference, scheduled for
Jamuary 25, 2001. During these meetings, RICE and HANNON, smong other things, reviewed
estimates of EBS’s valve. During one meeting, RICE snd HANNON reviewsd 2 model showing
the value of EBS’s contant distribution business as 38 billion, a sharp decline from the $18 billion

§




estimate presented st the 2000 analyst conference. After RICE stated that he would not allow
EBS 10 present a number Jower than the prior year, the number was inflated to $21 billion.

32.  OnJanmary 25, 2001, defendants RICE and HANNON made a presentation about
EBS at Enron’s annual equity analyst conference. In the EBS presentstion, RICE stated, among
other things, that ERS’s strategy was right on target; EBS’s content delivery business had an
outstanding year; Blockbuster was EBS’s “anchor tenant™ with a 20-year deal; EBS bad 2
comomercially viable and scalable brosdband delivery piatform; the BOS network control software
was up and running and controlling Enron's network; EBS was ahead of where it expected to be in
Jamuary 2000; and EBS, which Enaron claimed was worth an estimated $30 billion in Janusry
2000, was now, after deducting costs, worth $36 billion, with $21 billion of that figute derived
from content services. These statements and others were false and misleading  RICE and
HANNON did not disclose that EBS was performing worse than expected, that every business
unit at EBS but onc was Josing more moncy than expected, that EBS did not have a cost effective
or scelable broadband delivery platform, that the BOS networlk control software was stil] under
development, that the Blockbuster deal was in danger of cancellation and had been exteaded only
through March 2001, or that, even though EBS had yet to receive any recurring revenue from the
Blockbuster deal, it already had 30id the majority of the future revenue from the Blockbuster
contract through the Braveheart transaction. RICE also stated that EBS would lose $65 million in
2001, even though he had been provided three days earlier with EBS's own internal estimate of
far greater loases.
Ihe Defendants’ Stock Trading

33.  Defendants RICE, HIRKO, HANNON, YEAGER and SHELBY received shares
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and options relating to Envon stock a3 pert of their compensation. At a time when they and others
at Enron were making materially false and misleading public statements about EBS, the
defendants sold large quantities of Enron stock, generating huge profits. Specifically, between
January 20, 2000 and July 12, 2001, RICE sold $53,087,529.44 worth of Envon stock. Between
January 20, 2000 and July 28, 2000, HIRKO soid $35,167,761.41 worth of Enron stock. Between
January 23, 2001 and January 26, 2001, HIRKO sold an additional $35,212,724.00 in Enron
stock. On December 26, 2000, HANNON sold $7,852,750.60 in Enron stock. Between January
20, 2000 and August 23, 2000, YEAGER sold $54,660,686.46 in Erwon stock. Between January
20, 2000 and July 19, 2000, SHELBY sold $35,230,923.89 worth of Enron stock.

{Comspiracy to Cm Securitics Fraud)

34,  The allegations of paragraphs 1 through 33 are realleged as if fully sct forth here.

35.  Inorabout and between at least Apeil 19, 1999 and May 14, 2001, both dates being
spproximate and inclusive, within the Southern District of Texas and elsewhere, the defendants
XENNETH RICE, JOSEPH HIRKO, KEVIN HANNON, KEVIN HOWARD, SCOTT
YEAGER, REX SHELBY sand MICHAEL KRAUTZ, together with others, did knowingly and
intentionally conspire (1) willfally and unlswililly to use and employ manjpulative and deceptive
devices and conlrivances and directly and indirectly (i) to employ devices, schemes and artifices
to defraud: (ii) to make untrue statements of material fact and omit to state facts necessary in order
to make the statements made, in light of the circumstances under which they were made, not
misleading; and (iii) to engage in acts, practices, and courses of conduct which would and did

operate 23 a fraud and deceit upon members of the investing public, in connection with the




purchasc and sale of Enron stock and by the use of the instruments of communicstion in interstate
commerce and the mails, in violation of Title 15, United States Code, Section 78j(b), 781 and
Rule 10b-5 of the SEC, Title 17, Codc of Federal Regulations, Section 240.10b-5, and (2) to
devise a scheme and artifice to defrand and to obtain money and property by means of materially
false and frandulent pretenses, representations and promises, and, for the purpose of executing
such scheme and sntifice, to cause interstate wire comnsunications in violation of Title 18, United
Statcs Code, Section 1343.
OVERT ACTS

36. In furtherance of the couspiracy and to cffect the objects thereof, within the Southern
District of Texas and elsewhere, the defendants KENNETH RICE, JOSEPH HIRKO, KEVIN
HANNON, KEVIN HOWARD, SCOTT YEAGER, REX SHELBY, MICHAEL KRAUTZ, and
others, did commit and cansa to be committed the following overt acts, among others:
Eajsc Pregs Relcases - 1999

a. On or about April 19, 1999, HIRKO, YEAGER, SHELBY and others issued and
caused ta be isswed a press release regarding the Enron Intelligent Network.

b. On or about April 19, 1999, HIRKO, YEAGER, SHELBY and others issued and
caused to be issued a press release regarding Media Cast.

c. On or about May 11, 1999, HIRKO, YEAGER, SHELBY and others issued and
caused to be issucd a press release regarding a fiber lease agreement.

d Ov or about May 20, 1999, HIRKO, YEAGER, SHELBY and others igsued and
caused to be issucd a press release regarding s globsl bandwidth commodity market.

e On or about September 23, 1999, RICE, HIRKO, YEAGER, SHELBY and others
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issued and caused 1o be issued a press rolesse regarding the Couotry Music Awards webcast.

£ On or about October 26, 1999, RICE, HIRKO, YEAGER, SHELBY and others
issued and caused to be issued a press release regarding new ISP partners.
The 2000 Analvst Conference

8 In or about and between November 1999 and Japusry 2000, both dates being
epproximate and inclusive, RICE, HIRKO, HOWARD, YEAGER, SHELBY and others attended
meetings and participated in conference calls to plan the scheduled January 20, 2000 analyst
conference.

h On or shout November 9, 1999, RICE instructed business consuitants that RICE,
HIRKO and SHELBY would be responsible for planning the upcoming January 2000 equity
analyst conference.

i On or about January 20, 2000, RICE, HIRKO, SHELBY and others made false
statements about EBS at Enron’s equity analys! conference:

Eales Press Relesses — 2000

i On or about January 31, 2000, RICE, HIRKC, HANNON, YEAGER, SHELBY
and others issued and cansed o be issued & press release regarding Sycamore Networks,

k On ox about March 8, 2000, RICE, HIRKO, HANNON, YRAGER, SHELBY and
otbers ismued snd caused w0 be issued a press release rogarding i2.

L On or about March 30, 2000, RICE, HIRKO, HANNON, YEAGER, SHELBY and
others issued and camsed to be issued a press release regarding VOD Network Solutions.

m.  Onorabout April 11, 2000, RICE, HIRKQ, HANNON, YEAGER, SHELBY and
others issued and caused to be issued a press release regarding AtomFilms.
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n. On or about May 15, 2000, RICE, HIRKO, HANNON, YEAGER, SHELBY and
others issuod and caused to be issued a press release regarding Warpspeed.

o. On or sboat June 29, 2000, RICE, HIRKO, HANNON, YEAGER, SHELBY and
others issucd snd caused to be issued a press release regarding Wimbledon.

P On or about July 19, 2000, RICE, HIRKO, HANNON, YEAGER, SHELBY and
others issucd and camsed to be issued a press release regarding Blockbuster.
The 2001 Aualvst Conferance

q. In or about January 2001, RICE, HANNON and others attended meetings to plan
the scheduled January 25, 200] analyst conference.

r. On or about January 25, 2001, RICE, HANNON and others made false statements
about EBS to squity analysts st Enron's equity analyst conference in Houston, Texas.
Eroiect Braveheat

5. In o about carly fall 2000, HOWARD ordered EBS cmployecs to examine the
Blockbuster sgreement to see if EBS could use it to generate revenus in the fourth quartes of
2000.

t On or abowt September 19, 2000, KRAUTZ sent an e-mail message to EBS
employees regarding the Blockbuster agreement and the proposed monstization.

w Om or about October 10, 2000, HOWARD ssat an e-mail message 10 an EBS
cmployee discussing formation of the joint venture and the relevant accounting requizements.

v. On or about November 7, 2000, HOWARD caused an EBS employec to send an e~
mail message to a representative of nCube propesing formation of the joim venture.

w.  On or about November 8, 2000, HOWARD met with an nCube executive to

16




propose formation of the joint venture.

x. On or about November 22, 2000, HOWARD and KRAUTZ participated i a
telepbone conversation with nCube executives to discuss the proposed joint venture.

y. OnoraboutNovmbazz,lobo.mchwudeBSmmloyeemwndto
nCube a document that set forth proposed sccounting journal entries,

z  Onorabout Novembers 30, 2000, HOWARD and KRAUTZ participated in a
telephone conversation with nCube executives to discuss the proposed joint venture.

sa.  Onar sbout December 13, 2000, KRAUTZ sent an e-moail message to Arthur
Andersen snd Envon employees deseribing the nature of nCube’s investment in the jout venture.

bb.  Onorabout Febrvary 7, 2001, KRAUTZ sent sn c-mail message to an EBS
employee reganding passible disclosure of information to Arthur Andeysen.

cc.  On orabout February 16, 2001, HOWARD caused $1.7 miltion to be wired from
an Enron bank account in New York to an nCube account at the Bank of Americs in Beaverton,
Oregon.

dd.  On or about March 1, 2001, KRAUTZ sont sn ¢-mail message to an EBS employce
regarding EBS's performance of duties by the joint venture.

ece.  Oporabout March 15, 2001, HOWARD sent an e-mail message to EBS
employees congratulating thesn on the Bravebesrt transaction.

i In or about April 2001, HOWARD presented an executive summary of the

Braveheart transaction 10 senior EBS executives.

( Title 18, United States Code, Sections 371 and 3551 of 36q.)




{Securitics Praud: I%ﬂm Conference)

37.  Theallegations of paragraphs 1 through 33 and 36(g - i) arc realleged as if fully et
forth here.

38.  Onorabout January 20, 2000, within the Southern District of Texas and
elscwhere, the defendants KENNETH RICE, JOSEPH HIRKO, SCOTT YEAGER and REX
SHELBY, together with others, did willfully and unlawfully use and employ manipulative and
deceptive devices and contrivances and directly and indirecily (i) employ devices, schemes and
artifices to defrasd; (ji) make untyue statcments of material facts and omit to statc facts necessary
in order 10 make the statenents made, in Sight of the circumstances undes which they were made,
not misleading; and (jii) engage in acts, practices, and courscs of conduct which would and did
operate 23 & fraud and deccit upon members of the investing public, in connection with purchases
and sales of Enron stock and by the use of the instruments of communication in interstate
commerce and the mails.

(Title 17, Code of Federal Regulations, Section 240.10b-5; Title 15, United States Code,

Sections 78j(b) and 71T Title 18, United States Code, Sections 2 and 3551 ¢ 5¢q.)

(Wire Fraud: April 1999 to July 2000)
39.  Theallegations of paragraphs 1 through 33 and 36(s - f) snd (j - p) arc realleged as
if fully set forth hese.
40.  On or sbout the dstes specified below, within the Southern District of Texas and
clsewhere, the defendants KENNETH RICE, JOSEPH BIRKO, SCOTT YEAGER and REX
SHELBY, together with others, having devised a scheme and artifice to defrand and to obtain




maonoey and property by raesns of materially false and fraudnlent pretenses, representations and
promises, did for the purpose of cxeenting such scheme and mitifice transmit and cause to be
transmitted by means of wire corumanication in interstate comnerce writings, signs, signals,

pictures and sounds, as follows:

Count | Date From To Description
3 | 4/1999 | New York, NY | Natiorwide! | Press Releass
4 [ 5N199 |New York, NY [ Nationwide Press Reicase
5 |52099 |New Yok, NY |Naticuwide | Press Releass
6 ][9/23/99 |} New York, NY | Natioowide Press Rejease
7
8
9

10/26/99 | New York, NY | Nationwide Press Release
131/00 | New York, NY | Nationwide Preas Relessce
3/8/00 | New York, NY | Nationwide Press Release
10 [353000 | New York, NY | Nationwide Prese Reloase
Il | 41100 | New York, NY | Nationwide Press Reloast
12 }15/15/00 | New York, NY | Natioowide Press Release
13 | 62900 | New York, NY | Nationwide Press Release
14 7/19/00 | New York, NY | Nationwide Press Release

(Title 18, United States Code, Sections 1343, 2 and 3551 ¢f 50q.)

CQUNT FIFTEEN
{Securities Praud: Project Braveheart)
41.  The slicgations of paragraphs 1 through 33 and 36(s - ff) are realleged as if fully
set forth here,

42,  Inor about and between fall 2000 and May 14, 2001, both dates being approximate

¥ Among other places, these “nationwide” prese releases were disseminated to Houston, Texas,
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and inclusive, within the Southem District of Texas and elsewhere, the defendants KEVIN
HOWARD and MICHAEL KRAUTZ, together with others, did willfully and unlawfully use and
employ manipulative and deceptive devices and contrivances and directly and indirectly (i)
employ devices, schemes and artifices to defrand; (ii) make untroe statersents of material facts
and omit to atate facts necessusy in order to make the staiements made, in light of the
circumstances under which they were made, not misteading; and (iii) engsge in acts, practices,
and courses of conduct which would ang did operate as a fraud and dexeit upon members of the
investing public, in connection with purchases and salecs of Enron stock and by the use of the
instraments of conmmunication in interstate commerce and the mails.

(Title 17, Code of Federsl Regulations, Section 240.10b-5; Title 15, United States Code,
Sections 78j(b) and 78{Y; Title 18, United States Code, Sections 2 and 3551 ¢t 550.)

(Wire Fraud: Project Bravehean)

43.  The allegntions of parsgraphs 1 through 33 and 36(s - f) are realleged s if Qlly
set forth here.

44, On or about the dates specified below, within the Southern District of Texas and
clsewhere, the defendants KEVIN HOWARD and MICHAEL KRAUTZ, together with others,
having devised a acheme and artifice to dafrand and to obtain money and property by means of
raatecizily false and frandulent pretenses, represeniations and promises, did for the purpose of
executing such scheme and artifice transmit and cause to be transmitted by means of wire

communication in interstate commerce writings, signs, signals, pictures and sounds, as follows:




Count | Date From To Description
16 |11/07/00 | Houston, TX | California o-mail
17 | 11/1700 | Houston, TX | Oregon e-mail
18 |} 1v/22/00 | Houston, TX Oregon e-mail
19 |11/2200 {Houston, TX { Oregon e-mail
20 §11/22200 | Houwston, TX Qregon telephone call
21 {11/30/00 | Houston, TX | QOregom telephone call
22 {12208/00 | Houston, TX Oregon omsil
23 | 1272000 | Houson, TX | Oregon e-mi)
24 {1/24/01 |} Oregon Houston, TX | e-mail
25 11/26/01 | Houston, TX Oregon ¢-msil
26 | 1/26/01 | Oregen Houston, TX | e-mail
27 | 2/08/01 | Houston, TX Orogon e-mail
28 | #1401 | Houstom, TX Oregon c-tnai}
29 1 216/01 | Rouston, TX Oregon e-mail
30 | 21601 | Houston, TX | Oregon o-mail

The allegations of paragraphs 1 through 33 and 36(q - r) arc realieged as if fully set

forth hera.

uniawfully use and employ manipulative and deceptive devices and contrivances and directly and
indirectly (T) employ devices, schemes and artifices to defraud; (i7) make untrue statements of

(Tite 18, United Stases Cods, Sections 1343, 2 and 3551 & seq )

COUNT THIRTY-ONE
(Securities Fraud: 2001 Analyst Conferencs)
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45.  On or about Janvary 25, 2001, within the Southern District of Texas, the
defendants KENNETH RICE and KEVIN HANNON, together with others, did willfully and




material facts and omit to state facts necessary in order to make the statements made, in light of
the circumstances under which they were made, not misleading; and (iii) engage in acts, practicas,
and courses of conduct which would and did operate as a frmd and deceit upon members of the
investing public, in connection with purchases and sales of Enron stock and by the usc of the
instruments of communication in interstate commerce and the mails.

(Title 17, Code of Federal Regulations, Section 240.10b-5; Title 15, United States Code,
Sections 78j(b) and 78f¥; Title 18, United States Code, Sections 2 and 3551 et seq.)

(Tnsider ‘l‘:-:ding: KENNETH RICE) -

47.  Tho allegations in paragraphs | through 33 are realleged as if fully set forth here.

4B.  Onorabont the dates set forth below, within the Southern District of Texas snd
elsewhcre, the defendant KENNETH RICE knowingly and willfully used and employed
manipulative and deceptive devices and contrivances, by use of reeans and instrumentalities of
interstate commerce, in violstion of Rule 10b-5 of the Rules and Regulations of the United States
Securities and Exchange Commission (Titlc 17, Code of Feden! Regulations, Section 240.10b-5),
in that be engaged in acts, practices, and cotrses of business which would operate as a frand and
deceit upon members of the investing public in connection with the purehase or sale of securities,
in violation of Title 15, United States Code, Section 78j(b) and 78f). Specifically, while in
possession of matexial non-public information regarding the technological capabilities, value,
revenue and business performance of Earon Communications, Inc. and Enron Broadband
Services, RICE sofd shares of Enron stock and gencrated total proceeds of $53,087,529.44

including but not limited to the following sales:




Count | Date Shares Sale Price Gross Procecda
32 210 42,400 $703870 $ 2,984,408.30
33 {2100 26,700 $ 703870 5 1,379,332.90
34 {21700 49,382 $ 70.3870 $ 3,475,850.83
35 | 41900 5,022 $ 70.4940 $ 354,020.87
36 | 41900 9,980 $ 70.4940 $ 703,530.12
37 | 4/195/00 26,698 $ 70.4940 $ 1,882,048.81
8 41900 §8,300 § 70.4940 $ 4,109,800.20
39 (%2900 | 50,000 § 36,8473 $ 4,342,365.00
40 | 829/00 13,920 $86.8473 $ 1,208914.42
41 8/29/00 60,182 $86.3473 $ 5,226,644.21
41 | 1271340 | 100,000 $ 76,6901 $ 7,669,010.00
43 1130 1,000 $77.6250 § 7761500
4“4 1/3/01 1,000 $71.00 $ 7700000
45 | 1/3/01 1,500 $ 76.00 $ 114,000.00
46 | 21401 | 136,300 $30.053) $10911,237.53
47 | 6/14/01 250 $49.50 $ 1240000
48 | 6/14/01 250 $48.04 s 1201000

(Title 17, Code of Federal Regulations, Section 240,10b-5; Title 15, United States Code,
Sectians 78j(b) and 78{E; Title 18, United States Cods, Scetions 2 and 3551 et 3eq.)

49,
50.
elsowhese, the defemdant JOSEPH HIRKO knowingly and willfully used and employed

(2000 Insider Trading: JOSEPH HIRKQ)

2

The allegations in paragraphs 1 through 33 are realleged a3 if fully set forth bere.
On or about the dstes set forth below, within the Southern District of Texas snd




mavipulative and deceptive devices and contrivances, by use of means and instrumentalitics of
interstate commerce, in violation of Rule 10b-5 of the Rules and Regulations of the United States
Securities and Exchange Commission (Title 17, Code of Feders} Regulations, Scction 240,10b-5),
in that he engaged in scts, practices, and courses of business which would operate ss & frand and
deceit upon members of the investing public in copnection with the purchase or sale of sccurities,
in violatiou of Titlc 15, United States Code, Section 78j(b) and 78ff. Specifically, while in
possession of material non-public information regarding the technological capabilities, value,
revenue and business performance of Epron Communications, Inc. and Enron Broadband
Services, HIRKO sold shares of Enron stock s fallows, getersting total proceeds of

$35,167,761.41:

Comnt | Date | Shares Sale Price | Groms Proceeds
49 | 212100 761 $693882 (S 5280214
so aneoo | 31,710 $693852  |$ 2,200,204.69
51 J2nsoo | 2741 $693852 S 190,184.83
52 |21800 | 57975 $60.3852  |'§ 4,022,606.97

| 53 |azo0o | 35212 $706972 |5 2,489,389.81
54 142000 | 95438 $706972 | 6,747,199.37
55 |snuon | 35212 $780496  |$ 2,748282.52
56 |sn1m0 |156,788 $73.0496 | $12,237,240.68
57 51200 | 58,000 $772388 |8 4,479,85040

{Tivde 17, Code of Federal Regulations, Section 240.10b-5; Title 15, United States Code,

Scctions 7Bj(b) and 78£F, Title 18, United States Code, Sections 2 wnd 3551 of seq.)




(iside Tading. KEVIN HANNON)

51.  Theallegations in paragraphs 1 through 33 are realleged ss if fully sct forth here.

52.  Omor about the dates set forth below, within the Southern Disirict of Texas and
ciscwhere, the defendant KEVIN HANNON knowingly and willfully used and employed
manipuiative and deceptive devices and contrivances, by nsc of means and instramentalitics of
interstate commerce, in violation of Rule 10b-S of the Rules and Regulations of the United States
Sncurities and Exchange Commission (“SEC™) (Title 17, Code of Federa) Regulations, Section
240.10b-5), in that he eugaged in acts, prectices, and courses of business which would opersic as a
fraud and deceit wpon members of the investing public in connection with the purchase or sale of
securities, in violation of Title 15, United States Code, Section 78j(b) wad 78ff. Specifically,
while in possestion of material non-public information regarding the technological capabilities,
value, revenue and business performance of Enton Broadband Services, HANNON sold shares of

Enron stock as follows:
Conat | Date Shares Sale Price Gross Procesdy
58 }12726/00 | 94,000 3 83.5399 $ 7,852,750.60

(Title 127, Code of Federal Regulations, Section 240.10b-5; Title 15, United States Code,
Sections 78j(b) and 781F; Title 18, United States Code, Sections 2 and 3551 ¢t seq.)

(Insider de-mc: SCOTT YRAGER)
53.  The allegations in paragraphs 1 through 33 are reslleged as if fully set forth here.
54.  Onor about the dates set forth below, within the Southern District of Texas and
eisewhere, the defendunt SCOTT YEAGER knowingly and willfully used and employed
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manipulative and deceptive devices and contrivances, by use of means and instrumentalitics of
interstate commerce, in violation of Rule 10b-5 of the Rules and Regulations of the Upited States
Securities and Exchange Commission (Title 17, Code of Federal Regulations, Section 240.100-5),
in that he engaged in acts, practices, snd courses of busincss which would operate as 4 fraud and
deceit npon members of the investing public in connection with the purchase o yale of securities,
in violation of Title 15, United States Code, Section 78j(v) and 781, Specifically, while in
posscssion of materisl non-public information regarding the technological capsbilities, value,
revenue and business performance of Enron Contmuniications, Inc. and Enron Broadband
Services, YEAGER sold shares of Enron stock as follows, genersting total proceeds of

$54,660,686.46:

Coupt | Date Shares Sale Price Gruss Proceeds
59 | 1/21/00 | 100,000 $ 72.0689 $ 7.206,890.00
60 32200 | 25,000 $75.00 $ 1,875,000.00
61 |41200 | 10000 $ 73.7563 $ 737,563.00
62 | 51000 | 10,000 $ 75.00 5 750,000.00
63 |snwveo | 10,000 $ 77.2650 $  772,650.00
64 |6m00 10,000 $72.00 S 720,000.00
65 | 6/%00 10,000 $ 74.00 $ 740,000.00
66 | w2400 | 50,000 S 74.8750 $ 3,743,750.00
67 |12100 | 25,000 . $ 74.00 $ 1,850,000.00
68 |72m00 | 25,000 $ 74.95 $ 1,873,750.00
6 |12m0 | 25000 $ 745315 $ 1,863,287.50
70 [72700 | 50,000 $75.8215 $3,791,075.00
n |mwo | 50000 $ 76.9659 $3,248,345.00
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2 4,100 375.6870 $ 31031670
73 [ w20 900 $7575 $ 68,175.00
74 | 8200 50,000 $ 77.8875 $ 3,894,375.00
75 (870 80,500 $ 79.8633 $6,428,995.65
76 | &/8/00 69,500 $ 81.0598 $ 5,633,656.10
77 | 81400 25,000 $83.00 $ 2,075,000.00
78 | #1600 25,000 $ 84,0018 $ 2,100,045.00
79 1#17/00 25,000 $85.35 $2,133,250.00
80 ) 87230 25,000 $ 89.7625 $ 2,244,062.50

(Title 17, Code of Federal Regulstions, Soction 240.10b-5; Title 15, United States Code,
Scctions 78j(b) and 78£E Title 18, United States Code, Sections 2 and 3551 st seg.)

{(Insider Trading: REX SHELBY)

55.  Theallegations in paragraphs 1 through 33 are reallcged as if fully sct forth here.

S6.  Omor about the dates set forth beow, within the Southem District of Texas and
elscwhere, the defendent REX SHELBY knowingly and willfully used and employed
manipulative and deceptive devices and contrivances, by uge of mesns and instramentalities of
inferstate commerce, in violation of Rule $0b-5 of the Rules and Regulations of the United States
Securitics and Exchange Commission (Title 17, Code of Federal Regulations, Section 240.10b-5),
in that he engagod in acts, practices, md courses of busincss which would operate #s a freod and
deceit upon members of the investing public in comection with the purchase or sale of securities,
in violation of Titlc 15, United States Code, Section 78j(b) and 781 Specifically, while in
possession of material non-public information regarding the technological capsbilities, value,
revenue and business performance of Earon Communications, Inc. and Enron Broadband
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Services, SHELBY 30id shares of Enron stock and generated total proceeds of $35,230,923.89
including bus not limited 10 the following sales:

Count | Date Shares Sale Price Gross Proceeds
g1 (12100 | 75000 $7200 $ 5,400,000.00
82 1/21/00 75,000 $7025 § 5,268,750.00
8 |2100 | s0000 $665469 | 332734500
34 3/22/00 47,500 $75.00 $ 3,562,500.00
. 6/26/00 | 207,615 $70.8199 $14,703,273.54
8 (ezm00 | 1450 $ 7000 $ 101,500.00
87 | 6/28/00 39,665 $ 70.00 $ 2,776,550.00
88 T715/00 1,230 $73.2144 S 9005371

(Title 17, Code of Fedaral Regulations, Section 240.10b-5; Title 18, United States Code,
Sections 78)b) and 78T, Title 18, United States Code, Sections 2 and 3551 g 3¢q.)

(Moueyl.s;nduing:xmmmcm-

57.  Theallegations in paragraphs 1 through 33, 40 and 48 are reslleged as if fully set
forth here.

58.  Onorabout the dates listed in the chart below, within the Southern District of
Texas and clsewhere, the defendant KENNETH RICE did knowingly engage and attempt to
engage, and did aid, abet, counse!, command, jnduce, procure and causc others to engage and
attempt to engsge in the following monctary transactions by, theough or to & finarcial institution,
affecting interstate commerce, in criminally derived property of a value greater than $10,000, v
wit, the following transfers of funds genersiod through wire fraud and fraud in the sale of
securities, which funds wese derived from a specified unlawiiul activity, that is, wire fraud in
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violation of Title 18, United State Code, Section 1343, and fraud in the sale of securities in
violation of Title 15, United States Code, Sections 78j(b) and 78#f and Title 17, Code of Federal

Regulations, Scction 240.10b-5.

Ceunt Dute Traamction

89 212372000 Exchange of $3,975,597.37 in procceds from sale of Emron stoek
to offset margin debt in Paine Webber account no. HS E0255

90 42512000 Exchange 0f$6,236,021.67 in proceeds from sale of Enron stock
1o offset margin debt in Peine Webber account no. HS E0245

91 9/1/2000 Exchange of $7,210,463.09 in proceeds from sale of Exon stock
to offeet margin debt in Paine Webber account no. HS E0255

9 9/6/2000 Transfer of $1,050,500 by federal fund wire frome Paine Webber
account no. HS E025S to United Title Companies

93 9/7/2000 Transfer of $43,457.60 by check number 2223, peyable to
Charles Cungiffe Architects, from Paine Webber sccount no. HS
E 0258

94 9/18/2000 Tranafer of $2,421,958.27 from Paine Webber account no. HS
E0253 to Paine Webber accouat no. HM E 0007

95 1/3/2001 Transfer of $3,882,947.95 from Paine Webber account no. HM
E0281 to Paine Webber sccount no. HM E0007

96 3/972001 Transfer of $1,500,000 from Paine Webber account no. HM
B0231 to Paine Webber accoumt no. HM E0007

1 $/22/2001 Transfer 0f $1,419,911.43 from Paine Webber acoount no, HM
EO0281 to Paine Webber account no. HM E0007

9 n2200 Transfer of $508,806.75 from Paine Webber account no. HS
(3848 10 Paine Webber sccount no. HM E00O7

{Tile 18, United States Code, Sections 1957, 2 and 3551 ¢1 3¢g.)

59.  The sliegations n paragraphs 1 through 33, 40 and 50 are realleged as if fully set
forth bere.




60.  On or about the dates listed i the chart below, within the Southem District of

Texas and clsewhere, the defendant JOSEPH HIRKO did knowingly engage and attempt to

cngage, and did aid, abét, counsel, command, induce, procure and cause others to engage and

ttempt to engage in the following monetary transactions by, through or to a finsncial institution,

affecting intersiate commerce, in criminally derived propesty of a value greater than $10,000, to

wit, the folowing wansfers of funds generated through wite fraud and fraud m the sale of

securities, which funds were derived from a specified uniawful activity, that is, wice fraud in

violation of Title 18, United Stats Code, Section 1343, and fraud in the sale of securities in

violation of Title 15, United States Code, Sections 78j(b) and 78fF and Title 17, Code of Federal

Regulations, Section 240.10b-5.
Count Date Transaction
99 3/312000 Transfer of $224,500 from Paine Webber account no. HS 72449

% purchase 8,087,176 units of Pilgyim Intemational Core Growth
Fund Class A

100 3/3172000 Transfer of $224 500 from Paine Webbar account no. HS 72449
10 purchase 13,944.099 units of Pilgrim Interaational Valoc
Class A

{0t 3342000 Transfer of $224,500 from Paine Webber account no. HS 72449
to purchase 7,389.73 units of Pilgrim Growth & Value Clasz A

102 3/31/2000 Transfer of $224,500 from Paine Webber account no. HS 71449
to purchase 3,182.36 units of Federated latl Small Company Fd
A

103 4/412000 Transfer of $336,794 from Paine Webber account no. HS 72449
1o Paine Webber account no. HS ES704

104 47412000 Transfer of $336,794 from Puine Webber actount no. HS 72449
to Paine Webber account no. HS ES705

108 4/472000 Transfer of $336,794 from Paine Webber accomnt no. HS 72449

10 Paine Webber account no. HS E5697
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106

4/7/2000 Transfer of $96,500 from Painc Webber account no. HS 72449
10 Paine Webber account no. HS E5697

107

4/26/2000 Transfer of $2,860,716.53 from Paine Webber account no. HS
72449, by ¢heek no. IS76782 to Bank of America account no.
28041-15626

108

5/Y7/2000 Transfer of $3,674,635.99 from Paine Webber account no. HS
72449, by check no. HS78811 to Bank of America sccount no.
2804115626

109

571872000 Transfer of $1,087,216.54 from Paine Webber account no. HS
72449, by check no. HS78858 to Bank of America account no.
28041-15826

110

9/21/2000 Transfer of $234,068.43, as part of a larger transfer of
$301,113.30 from Paine Webber account no. HM 01298 10 Paine
‘Webber account no. HM 0292

(Title 18, United States Code, Sections 1957, 2 and 3551 gf seq.)

(MoneylmdmngSCOTl‘YEAGER) '
61.  The allegations in paragraphs 1 through 33, 40 and 54 are realleged as if fully set

forth here.

62. ' On or about the dates listed in the chant below, within the Southern District of

Texas and elsewhere, the defendant SCOTT YEAGER did knowingly engage and attempt to

engage, and did aid, sbet, counsel, command, induce, procure and cause others to engage and
attempt lo cngage in the following manctary transactions by, through or 10 a financial institution,
affecting interstate commerce, in criminally derived property of a value greater than $10,000, to
wit, the following transfers of funds gencrated through wire frad and fraud in the sale of
securities, which funds were derived from a specificd uniawful activity, that is, wire frand in

violation of Title 18, United State Code, Section 1343, snd freud in the sale of securities in




violation of Title 15, United States Code, Sections 78j(b) and 78f and Title 17, Code of Federal

Regulations, Section 240.10b-5.

Connt Date ‘Transsction

111 27172000 Transfer of $250,000 by federal funds wire from Paine Webber
Account no. S E2608 1o Salomon Smith Bamey Acconnt 0.
4144317510106

112 3/15/2000 Transfer 0f $999,892.31 by federal funds wire, as part of a larger
transfer of $1,000,000, from Paine Webber Account no. HS
E2608 to BOL Partmership

113 4/5/2000 Transfer of $100,000 by federal funds wire from Paine Webber
Account no. HS E2608 to BancFirst - Insured Escrow Service

114 4/10/2000 Transfer of $400,000 by federa! funds wire from Paine Webber
Account no. HS E2608 0 Mexrill Lynch account no. 230-63517

15 614/2000 Payment of $250,000.00 from Paine Webber Account no. HS
E2608 to purchasc 10 Mofnrcy_ﬁ;sumihoomelm.

116 6/1472000 Paymeot of $750,000.00 from Paine Webber Account no. HS
E2608 1o purchase 30 shares of Muniyield Fund Inc

117 6/16/2000 Transfer of $425,000 by federal funds wire from Paine Webber
Account no. HS E2608 to Memxill Lynch Account no. 230-63517

118 8/1472000 Transfer of $10,000 by check mamber 102, payable to John
Summers, from Paine Webber Account no. HS E2608

119 8/1472000 Transfes of $10,000 by check number 103, payable to Russcit
Summers, from Paine Webber Account no. HS E2508

120 8/14/2000 Transfex of $10,000 by check number 106, payable to Justin
Yenger, from Paine Webber Account no. HS E2608

121 8/14/2000 Transfer of $10,000 by check nmuraber 107 payable to Joshua
Yeager, from Paine Webber Acconnt no. HS E2608

122 8/14/2000 Transfer of $10,000 by check number 10M, paysble to Katie
Somners, from Paine Webber Account no. HS E2608

123 8/1472000 Transfer of $10,000 by check nember 105, payzble to Katic
Sumnezs, from Paine Webber Account no, HS E2608

124 B/21/2000 Transfer of $50,000 by check number 109, payable to FSY
Consultants, from Paine Webber Account no. HS E2608
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125 /2372000 Payment of $2,000,000.00 from Paine Webber Account no. HS
E2608 1o purchase 2.000,000 units of Manulife North American

126 £/23/2000 Payment of $100,143.39 from Pxine Webber Account no. HS
E2608 to purchase 100,000 units of Gulf Coast Wir Tex WiSys
Bonds —

127 8/25/2000 Payment of $103,454.50 from Paine Webber Account no. HS
F2608 10 purchaze 100,000 units of Western Wash Univ Wash
Rev Bonds

128 8/25/2000 Payment of $105,936.23 from Paine Webber Account vo. HS

. E2608 to purchase 103,000 units of Liberal Kans G.0. Bonds

129 8/2572000 Payment of $106,299.38 from Paine Webber Account no. HS
E£2608 to purchaac 105,000 units of West Vy City Mun Bkig Rev
Bondy

130 8/25/2000 Payment of $144,743.33 from Paine Webber Account no. HS
E2608 1o purchase 150,000 units of Kansas City Mo Mac Rev
Bonds

131 8/25/2000 Payment of $146,644.23 from Paine Webber Aocount no. HS
E2608 to purchase 140,000 uyits of Utah 5t Brd Rgnta/R Crss
Rev Bonds

132 8/25/2000 Payment of $160,973.55 feom Paine Webber Account mo. HS
E2608 10 purchase 155,000 units of Childress Tex Ctfs Oblig
Bonds

133 &/25/2000 Payment of $197,031,39 from Pine Webber Accourd no. HS
E2608 1o purchase 200,000 units of Allen Tex Indpt Sch Dist
Bonds

134 8/25/2000 Payment of $216,271.83 from Paine Webber Account no. HS
E2608 to 200,000 units of Decatur 1l Fgic Bonds

135 8/25/2000 Peyment of $231,644.70 from Paine Webber Aocount no. HS
E2608 to purchase 220,000 units of Westmoreland Caty Pa Rev
Bonds

136 $/25/2000 Payment of $254,735.36 fom Paings Webber Account no. HS
E2608 %o purchase 245,000 units of Tarrant Caty Tx Hith Fac

— Dev Corp Bonds

137 $/25/2000 Payment of $258,130.7S from Paine Webber Account no. HS
E2608 to purchase 250,000 units of Colorado Hith Fac Bonds

138 87282000 Transfer of $15,677.30 by check number 111, paysble to
American Experens, from Painc Webber Account ao. HS E2608

139 8/30/2000 Payment of $101,973.28 from Paine Webber Account no. HS
E2608 to purchase 100,000 units of Harlandale ISD Texas Ref
Sch Bonds

140 8/3072000 Payment of $256,907.94 from Paine Webber Account no. HS

E2608 to purchase 235,000 units of Herlandale ISD Texas Ref
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141 873172000 "Payment of $199,830.33 from Painc Webber Account no. HS
E2608 o purchase 200,000 umits of Johnson City Usd Ks G.O.
Bldg Bonds

142 9/5/2000 Transfer of $50,000 by check oumber 112, paysble to FSY
Consultants, from Paine Webber Account no. HS E2608

143 /S12000 Transfer of $68,041.11 by cheek number 113, puysble fo
Provideat Bank, flom Paine Webber Account no. HS E2608

144 9/6/2000 Psyment of $207,022.33 from Paine Webber Acconnt no. HS
E2608 to purchase 200,000 anits of Oconto Falls Wik Pub Sch
Dist Bonds

145 9/6/2000 Trensfer 0f $19,267.45 by check number 115, paysble to
American Express, from Paine Webber Account no. HS E2608

146 9/12/2000 Transfer of $210,000 by federal funds wire from Paine Webber
Account no. HS E2608 to Gecs Garrett

147 %13/2000 Payment of §1,500,000.00 from Paine Webber Account no. HS
E2608 to purchase 60 shares of Blackrock Inv Quality Muni
Trost

148 9/19/2000 Payment of $161,705.30 from Paine Webber Acoount 00, HM
B0123 to purchase 160,000 units of Coltin Cnty Tx Uld Tax
bonds

149 10/5/2600 Payment of $230,219.59 from Paine Webber Account no. HM
E0123 1o purchase 225 000 units of US Tremsury Notes

150 10/5/2000 Pxyment of $228,263.23 from Paine Webber Account no. HM

— E0123 to purchase 225,000 units of US Treasury Notes

151 10/5/2000 Payment of $100,863.39 from Paine Webbex Account no. HM
E0123 1o purchase 100,000 units of US Notes

152 10/5/2000 Payment of $103,393,34 from Prine Webher Account no. HM

E0123 w% 100,000 units of US Treasury Notes
153 10/5/2000 Payment of $225,600.25 Grom Painc Webber Account no. HM

E0123 to purchase 225,000 units of US T Notes

154 10/5/2000 Payment of $100,592.38 from Paine Webber Account no, HM
— E0123 to purchase 100,000 unitsy of US Treasury Notes
155 107572000 Paymeat of $75,751.65 from Paine Webber Account no. HM
EQ123 %o parchase 75,000 units of US Treasury Notes |
156 10/5/2000 Payment of $154,103.92 from Paine Webber Account no. HM
E0123 to 150,000 units of US Notes
157 10/12/2000 Paymenat of $95,035.87 from Paine Webber Account no. HM

E0123 to purchase §95,000 certificate of deposit from IBY
Whiteball Bk & Trst




158 16/17/2000 Tranafer of $67,837.92 by check number 124, payadls to
Provident Bank, from Paine Webber Account no. HM E0123

159 10/1972000 Transfer of $232,605.23 by federsl funds wire from Paine
Webber Account no, HM B0123 10 Garrert Avistion Services

160 10/25/2000 Payment of $96,§37.72 from Paine Webber Account no. HM
E0123 to 100,000 units of Aldine Tex Isd bonds

161 10725/2000 Psyment of $99,718, Paine Webber Account no. HM

' E0323 % purchase 100,000 units of Chatanooga Tn Elect Sys

Rev bonds —

162 10/25/2000 Payment of $99,543.64 from Paine Webber Account no. HM
EQ123 to purchase 100,000 units of Harrls Cnty Tex Rfdg Tall
Rcv bonds

163 1072572000 Payment of $103,231.00 from Paine Webber Account no. HM
E0123 to purchase 100,000 units of Lake Co IL Cons S/D # 50
bonds

164 10/25/2000 Payment of $97,652.50 from Pume Webber Account no. HM
EO0123 to purchase 100,000 umits of St Louis Mo Cop Cap Impt
honds

165 1072572000 Payment of $102,947.00 from Paine Webber Accoutt mo. HM
E0123 o purchsse 100,000 units of Socorro Tex Indpt Sch bonds

166 1072572000 Payment of $94,952.50 fom Paine Webber Account no. HM
E0123 o 1 units of Travis Cuty Tex bonds

167 10/26/2000 Payment of $107,819.97 Psaine Webber Account no, HM
E0123 to purchase 100,000 units of Allon Cnty Ind Jail Bldg
% Rev bonds -

168 12772000 0f $94,315,50 from Paine Webber Account no. HM
E0123 to purchase 100,000 wnits of Travis Caty Tex bonds

169 11/2/2000 Traunsfer of $150,000 by federal finds wire from Paine Webber
Azcount no. HM E0123 to Marill Lynch account no, 230-6351

170 11/672000 Payment of $178,054.50 from Painc Webber Account no. RM
E0123 1o purchsse 30,000 units of Earon Corp call options

in 117772000 Transfer 0£$536,575.18 by federal finds wire from Paine
Webber Account no. HM B0123 to Chase Manhsttan Mottgage

172 111772000 Payment of $95,096.57 from Paine Webber Account po. HM
E0123 to parchase $95,000 certificate of deposit from BSB Bank
& Trust

173 1 1/13/2000 Transfer of $150,000 from Paine Webber account po. HM E0123
10 Paine Webber account no. KM $0178-0100

174 11/13/2000 Transfer of $700,000 from Paine Wabber account no. HM ED123

to Paine Webber account no. HM 80179-8100
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175 1171372000 Trunser of $500,000 from Paine Webber account no. HM E0123
to Paine Webber account no. HM 80180-1100

176 11/13/2000 Transfer of $500,000 from Paine Webber account to. HM E0123
to Paine Webber account no. HM 301810100

177 11/13/2000 Transfer of $150,000 from Paine Webber account no. HM E0123
o Psine Webber accoun po. HM 80182-8100

178 11/14/2000 Payment of $100,410.83 from Paine Webber Account no. HM
ED123 %0 purchase 100,000 vuits of McKinney Texas Wirwks &
Rav bonds

179 11/27/2000 Transfer of $200,000 by feders! funds wire from Paine Webber
Account po. HM E0123 ES 10 Memiil Lynch account no. 230-
63517

180 12/5/2000 Tramafer of $100,000 from Pzine Webber sccount no. HM E0123
to Psine Webber scoount no. HM 80178-0100

181 12/572000 Transfer of $100,000 from Paine Webber account no. FM ED123
to Paine Webber scoount ao. HM 80179-.8100

182 12/5/2000 Transfer of $100,000 from Peine Webber account no. HM E0123
fo Pxine Webber account no. HM 80180-1100

183 12/5/2000 Transfer of $100,000 from Paine Webber account no. HM E0123
to Paine Webber account no. HM 80181-0100

184 12/5/2000 Transfer of $100,000 from Paine Webber account no. HM B0123
0 Paine Webber sccount no. HM 80182-8100

185 12/7/2000 Tramsfer of $10,739.29, as part of larger transfer of $11,740.12,
by chack manbex 153, paysble 20 American Express, from Paine
Webber Account no, HM B0123

186 12/1873000 | Payment of $95,204.58 from Painc Webher Agccount 1o, M |
0123 to purchase $95,000 cenificate of deposit from Pecples
Heritage Bank

187 1273372000 Transfer of $14,850.98 by check member 154, paysble to
Univensity of Notre Dame, from Paine Webber Account no. HM
B0123

188 12/29/2001 Transfer of $150,000 by check number 156, payable to FYT
Realty, from Paine Webber Accoum no. HM E0123

189 1212972001 Transfer of $350,000 by check number 157, paysble to FSY

Consultants, from Paine Webber Account no, BM E0123
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190

12730/2001

Tranafer of $17,321.37 by check number 159, payable to
Haverford College, from Paine Webber Accownt no. HM E0123

191

1/11/2001

Transfer of $33,673.91 by check number 161, payable to
American Express, ffom Paine Webber Account no. HM EQ0123

192

171472001

Transfer of $11,347.50 by check munber 163, paysbleto La
Bandera Ranch, from Paine Webber Accouat no. HM 50123

193

04/2372001

194

04/23/2001

Payment of $244,198.17 from Paino Webber Account no, KM
50123 w0 purchase 255,000 units of Allen Tex Indpt Sch Dist

Plymlo(‘m 816.06 fiom Paine Webber Acoount na. HM
E0123 to purcbase 100,000 units of Decatar Tx Isd Ult Sch Bidg

195

04/23/2001

bonds

Payment of $100,100.67 from Paine Webber Account no. EM
B0123 1o purchsse 100,000 units of Barton Caty Kans USD
bonds

1%

0472372001

197

04/23/2001

Payment of $99,613.22 from Paine Webber Account no. HM
E0123 to purchase 100,000 units of Araphoe Libr Dist Colo
C.0.P. Rev bonds

372001 | Paymeat of $99316.06 fom Pame Webber Account no. FIM
E0123 10 purchase 100,000 units of Hurst-Euless Bedford Tex
bonds

198

0472372001

Payment of $110,007.92 from Paine Wobber Account no, HM
ED123 to purchase 110,000 units of Mansfield Texas Ww/Ss Rv
bonds

199

0472372001

Payment of $119,692.69 from Pame Webber Account o, HM
50123 to purchasc 125,000 unity of Maricopa Cnty Ariz Sch
bonds

200

05/02/2001

Payment of $129,341.68 from Paine Webber Account no. HM
E0123 t purchasc 110,000 units of Pflugerville Tex Cap Gty
bonds

0

05/03/2001

Payment of $98,885.78 from Paine Webber Account no. HM
E0123 to purchase 100,000 units of Weat Quachita Par S/D La
Rev bonds

202

05/03/200

Payment of $98,804.00 from Psine Webber Account no. HM
E0123 to purchase 100,000 units of Wast Ouachita Far S/D La
Rev bonds

203

05/15/2001

Payment of $105,274.72 from Paine Webber Account no, HM
E0123 to purchase 100,000 units of New Braanfels Texas Isd
Unitd bonds

204

5/15/2001

Transfer of $200,000 by check number 177, paysble to FY] Net,

from Paine Webber Account no. HM E0123
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205 6142001 Transfer of $75,000 by electronic funds transfer from Paine
Webber Account no. HM EQ123 o Bank of America

206 64472001 Transfer of $10,000 by electronic funds ttansfer from Paine
Webber Account no. HM B0123 to Compass Bank

207 6/672001 Trangfer of $55,701.89 by automatic payment to Provident Bank

_ | from Paine Webber Acoonmt no. HM E0123

208 €/1972001 Teunsfer of $50,000 by check womber 179, payable to US
Treasury, from Paine Webber Account no. BM E0123

209 5/18/2001 Transfer of §924,458.53, as part of a lagger transfer of
$3,405,739.03, from Paine Webber Account no. HM EQ123 to
First Union Account no. 38459357

(Tide 18, United States Code, Sections 1957, 2 and 3551 ¢ 50q.)

63.  The allegations in paragraphs 1 through 33, 40 and 56 are realleged as if fully st
forth heee,

64.  Onor about the dates listed in the chart below, within the Southern District of
Texas and clsewhere, the defendant REX SHEEBY did knowingly engage and attempt to enpage,
and did aid, sbet, counsel, command, induce, procure and cause others to eaugage and sttempt to
sngage in the following monetary transactions by, through or to a financial institution, affecting
interstatc commerce, in criminalfy derived property of a value grester than $10,000, to wit, the
following transfers of funds gemerated through wire frsud and fraud in the sale of securities, which
funds were derived from s specified unlawful activity, that is, wire Sraud in violation of Title 18,
United State Code, Section 1343, and frand in the sale of securities in violation of Title 15,
United States Code, Soctions 78)(b) wnd 78F and Title 17, Code of Federal Regulations, Section
240.10b-5.




Count Date Tramsaction

a0 2/16,2001 Transfer of $5,409,816, as paxt of x larger trausfer of
$5,454,737.19, from Paine Webber account no. HM E0299 to
Paine Webber account no. HM 80109

211 472/2002 Transfer of $800,000 by check no.107 from Paine Webber
account no. HM E0109 to Fidelity Cash Reserves account no.
2BX-812021

212 A/212002 Transfer of $400,000 by check no. 108 from Paine Webber

account no. HM E0109 1o Fidelity Municipal Money Market
account no. 2BX-812021

213 4612002 Transfer of $1,200,000 by check no. 109 from Paine Webber
accommt no. HM E0109 to Vanguard Prime Money Market Fund
account no. 9956144176 ($800,000) and to Vanguard Federa)
Mowey Market Fand account no. 9956144176 ($400,000)

214 46/2002 Transfer of $1,600,000 by check po. 110 from Paine Webber
account no, HM E0109 to Dreyfus Money Market Reserves
account no. 317-0001465913 (3800,000) and to Drcyfus
Worldwide Dollar Money Market Fund account no. 762-
0214600876 (3800,000)

215 47712002 Transfer 0£$1,200,000 by check no. 111 from Paine Webber
account no. HM EQ109 to T. Rowe Price Summit Cash Reserves
Fund account no. 522676398-0 ($300,000) and to T. Rowe Price
Short Term Bond Fund account no. 522676402-8 (3400,000)

(Title 18, United States Code, Sections 1957, 2 and 3551 ¢f seq )

COUNT TWO HUNDRED SIXTEEN
(Money Laumdering: KEVIN HANNON)
65.  The allegations in parsgraphs 1 ttwough 33 and 52 are realleged as if fully set forth

66.  Onorabout the dates listed in the chart below, within the Southem District of
Texas and tisewhere, the defendant KEVIN HANNON did knowingly cngage and attempt to
engage, mnd did aid, abet, counsel, command, induce, procure and cause others to cngage and
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attermipt ta engege in the followimg monetary transactions by, through o to a financial mstitation,
affecting interstatc cotmmerce, in criminally derived property of a value greater than $10,000, to
wit, the following transfer of funds generated through fraud in the sale of sccuritics, which funds
were derived from a specified unlawful activity, that is, fraud in the sale of sccurities in violation
of Title 15, United States Code, Scctions 78j(b) and 78 and Title 17, Code of Feders!
Regulations, Section 240.10b-5.

Count Date Transaction

216 4/1272001 Treasfer of $3,925,022.59, as part of a larger trangfer of
$4,090,448.58, from Paine Wobber account no. 00728 ta Charles
Schwab account no. 4081-3743

(Title 18, United States Code, Sections 1957, 2 and 3551 ¢t geq.)

AR
(zom Tnsider Trading; JOSEPB HIRKO)

71.  The aflegations in paragraphs 1 through 33 are realleged as if folly set forth here.

72.  Onorabout the dates set forth below, within the Southem District of Texas and
elsewhere, the defendant JOSEPH HIRKO knowingly and wilifully used and employed
manipulative and deceptive devices and contrivances, by use of means and instrumentalities of
interstate comrmerce, in violation of Rule 10b-5 of the Rules and Regulations of the United States
Securities and Exchange Commission (Title 17, Code of Federal Regulations, Section 240.10b-5),
in that he engaged in acts, practices, and courses of business which would operate as a fraud and
deceit upon members of the investing public in connection with the purchase of sale of securities,
in violation of Title 15, United States Code, Section 78j(b) and 78ff. Specifically, while in
possession of material non-public information regarding the technological capabilities, value,
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revente, and business performance and strategy of Enron Broadband Setvices, HIRKO soid
shares of Enron stock as follows, generating total procceds of $35,212,724.00:

Cownt | Date Shares Sale Price Gross Proceeds
217 | 1230 100,000 $ 78.4010 $ 7,840,100.00
218 | 1/25/01 100,000 $ 81.0000 $ 3,100,000.00
319 | 1/26/01 235,032 3 82.0000 $19,272,624.00

(Title 17, Code of Federal Regulations, Section 240.10b-5; Title 15, United States Code,
Sections 78j(b) and 78{F; Title 18, United States Codc, Sections 2 and 3551 ¢t seq.)

(2001 Money hundedng JOSEPH HIRKO)
73.  The allegations in parsgraphs 1 through 33 and 72 are realleged ss if fully set forth

74.  Onox about the dates listed in the chart below, within ths Southern District of
Texas and elsewhere, the defendant JOSEPH HIRKO did knowingly engage and attempt to
engage, and did aid, abet, counsel, command, induce, procure and cause others to engage and
aftempt to engage in the following monetary transactions by, through or to a financial institution,
affecting interstatc commerce, in criminally derived property of & value greater than $10,000, to
wil, the following transfers of funds generaed through wire frawd and fraud in the sale of
securitics, which funds were derived from a specified unlawful activity, that is, fraud n the sale of
securities in violation of Title 15, United States Code, Sections 78j(b) and 781 and Titlc 17,
Code of Federal Regulations, Section 240.10b-5.




Counnt Date Transaction

220 1/30/01 Transfer of $2,099,605.00 by wire from Paine Webber account
no. HM E0292 to Bank of America account no. 28041-15627

22% 2/01/01 Tranafer of $8,245,504.57 by wire from Paine Webber account
no. HM E0292 to Bank of America account no. 28041-15626

(Title 18, United States Code, Scetions 1957, 2 and 3551 ot geq.)
EORFEITURE ALLEGATIONS

75.  Upon conviction of one or more of the wire fraud or fraud in the sale of securities
offenses alleged in this Fourth Superseding Indictment, defendants HANNON, HIRKO, RICE,
SHELBY and YEAGER cach shall forfeit to the United States pursuant to 18 U.S.C.
§ 981(a)(1X(C) mnd 28 U.S.C. § 2461{c) any property constituting or derived from proceeds
obtained directly or indirectly as a result of the said violations, including but not limited o the
properties listed in paragraph 77 below.

76.  Upon comviction of one or more of the money laindering offenses alleged in this
Fourth Superseding Indictment, each defendant shall forfeit to the United States pursuant to 18
U.S.C § 982(a)(1) the following property:

a all right, title, and interest in any and all property involved in each offense
in violation of 18 U.S.C. § 1957 for which the defendant is convicted, and
all property traceable 10 such property, including the following: (1) all
money or other propesty that was the subject of each transaction,
teansportation, transmission, or transfer in violation of Section 1957,
including but not limited 1 the properties listed in paragraph 77 below; (2)
all commissions, fees and other property constituting proceeds obtained as
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s result of those violations; and (3) all propety used in mry manner or part
to commit or to facilitate the commission of those violations.

b. A sum of money equsl to the total amount of money involved in each
offense, or conspiracy to commit such offense, for which the defondant is
convicted. If more than one defendant is convicted of an offenve, the
defendants so convicted age jointly and severally liable for the amoumt
involved in such offense,

71, The United States intends to forfeit property of the defendants including, but not
limited o, the following:

& With respeet to defendant KENNETH RICE, the following property:

(  Manulifs snnuity contract 2101902, in the namc of Kenneth Rice st
Seatine! Trust, account number 08-25001;

(i)  Real property known as 7207 Last Dollar, located in Tclluride,
Colorado, titled in the name of Summit Canyon, LLC;

(i)  aplatinum, sapphire and diamond necklace, with 16 dismonds (total
weight sppeoximately 3.38 carats) and 226 sapphires (total weight
approxitmately 15.05 caraie) and 3 platinum, sapphire and dismond
bracelet with approximately 6.65 carats of sapphires and
approximately 1.68 carats of dismonds, purchased from Borsheim’s
Jowelry on June 15, 2000,

(iv)  one 1995 Ferrari F355 Challenge, VIN no. ZFFPR41A250104478,
registered to Ken Rice;

() one 2000 BMW X35, VIN po. WBAFB3I348YLH02260, registered
to Kenncth Rice;

(vi)  onc2001 Ferrari 360 Challenge, VIN no. ZFFYR51800123311,
registered to Ken Rice;

(vii) one 1999 Shelby, VIN no. SCXSAI810XT1.000027, registered to
Kemeth Rice; and
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(viii) one 2001 Jeep Wrangier, VIN no. 1J4FA49591P347560, registered
to Kenneth D. Rice;

(vii) $219,112.03 in Ameritrade account no. E240-052859, in the name
of Kenneth D. Rico and Teresa K. Rics;

(viii) $313,906.13 in Bank of Americs account no, TX4-
052400/06058489373, in the name of Kenneth D. Rice and Teresa
K Rice;

(ix)  $8,265.06 m cash and/or money market fimds and 300,000 of
Highland County FL Health Facilities Revenue Bond held in
Goldman Sachs account no. 012-10733-D, in the name of Kenncth
Rice;

(x)  $2,945,925.20 in cash and/or money market fands, a partnership
interest in BBT Parthers, LP based on 2 $750,000 capital
contribution (now worth approximately $767,924.19), and securitics
identified m Altachment ] in Seatine! Trust account no. D8-25001,
in the namme of the Ken and Teresa Rice Foundation;

(xi) $358,370.81 in cash and/or money market funds, and securitics
identified in Aftachment 2, in Sentinel Trust sccount no. 08-25000,
in the name of the Ken and Teresa Rice Foundation;

(xil) .495% interest in Stemhill Partners I, LP, a limited patnership;

(xiii) Real Property known as 4531 Birch Street, Bellaire, Texas 77401,
titied in the name of Kenneth D. Rice and spouse, Teresa K. Duryea
m’

b, With respect to defendant SCOTT YEAGER, the following property:

@) The contents of First Union Account no. 8845-9357, in the nsme of
F. Scott Yeager and Susan S. Yeager, including $12.52 in cash
and/or money market fands, and securities identified in Attachment

(i}  $81,223.15 in cesh and/or money macket funds, and securities
identified in Attachment 4, held in the name “Andrew J, Clark ITI,
Attorney at Law FBO F. Scott Yeaper Legal Fund™ in Wachovia
sccount no. 3429-2303;

(ii))  $409,285.48 in cash and/or money market funds, and securities
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)

A7)

(vi)

(vii)

{wiii)

(ix)

)

(xi)

(xii)

identified in Attachment $ contained in Wachovia sccoumt no.
3429-2301, in the same of F. Scott Yeager and Susan S. Yeager,

$268,258.92 in cash and/or money mazket funds contained in
Wachovia account no, 3429-2307, in the name of Andrew J, Clark,

I, Attomey,

A 17.5% interest in the limited parmership of EOL
Ranch, LTD;

Real property known as Building site Unit 30, Replat of Trails End,
1lano County, Texss;

Real property known 23 996 Indiana Creck Road, Blue River,
Colorado, also known as Lot 38, Spruce Valley Ranch, Filing no. 1,
County of Summit, Colorado;

$23,345.28 in cash and/or money mayket Ainds in Bank of America
Account no. 5777666280, in the name of FY1 Realty;

$22,629.16 in cash and/or money market funds in Bank of America
Account no. 777666293, ia the nama of FSY Consultants;

$143.32 in cash and/or money market funds and securities identified
in Attschment 6 contsined in Charles Schwab Account no. 1033-
1774, in the name of FYI Net.com, LP;

23,086.74 shares of Goldman Sachs Ultra-Short Durtion Govt
Fund, Mesrill Lynch Account no. 230-63517;

$1,897,237.96 in cash and/or money maricet funds representing the
sales proceeds of 1 1983 Cesana Citation Ajirplane.

With respect to defendapt REX SHELBY, the following property:

G

(i)

(iii)

$811,107.09 in Fidelity Cash Reserve account no. 2BX-812021-
055, in the nams of Rex T. Shelby;

$404,259.77 in Fidelity Mwnicipal Money Marker account no. 2BX-
812021-010, in the name of Rex T, Sheiby;

the contents of Vaoguard Prime Money Market account no.
09956144176-0030, in the name of Rex T. Shelby;
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(iv)  the contents of Vanguard Federal Money Market account no.
09956144176-0033, in the name of Rex T. Shelby;

(v)  the contents of Dreyfus Moncy Market Reserve account no, 317
0001465913, in the pame of Rex T, Shelby;

(vi)  the contents of Dreyfus Worldwide Dollar Money Market Fund
account no. 762-0214600876, in the name of Rex T. Shelby;

(vii) the contents of T. Rowe Price Summit Cash Reserve sccoum no.
522676398-0, in the name of Rex T. Shelby;

(viii) the contents of T. Rowe Price Short Term Bond account no.
522676402-8, in the name of Rex T. Shelby;

(ix) $4,177,791.32 in Paine Webber account no. HM EG109, in the
name of Rex T. Shelby.

d With respect to defendant KEVIN HANNON, the following property:

()  Real property known as 251 Hedwig Road, Houston, TX 77024,
titicd in the name of Kevin Hannon.

e With respect to defendant JOSEPH HIRKO, the following propesty:
) $506,842.03 in cash and/or money market fimds, and secunitics

identified in Attachment 7 contained iz US Trust Account no.
75282700;

i)  $2,172,350.67 in Columbia Fund Account no. 1416186, Columbis
Daily Income Moncy Market Fund;

(iii)  $1,947,354.48 in cash and/or money market funds, and securities
identified in Attachment 8 contsined in Goldman Sachs sccount
number 026-38602-9;

(iv)  Contents of Goldman Sachs account number 026-38756-3,
including secwrities listed in Attachment 9;

(v)  the contents of US Truat Account no. 75272705, including
approximately $113,092.64 in cash and/or money market funds, and
securities identified in Attachment 10;

(vi)  the contents of US Trust Acoount no. 75282706, including
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approximately $26,541,75 in cash and/or money market funds, and
securitios identificd in Attachement 11;

(vii) the contents of US Trust Account no, 75282707, inchuding
approximarely $41,251.33 in cash and/or money market funds, and
securitiss identified in Atachment 12;

(viii) Real property known as Hakuli'A Phace, Phase 1, Lot 182, South
Konas, Hawaii, purchased for $780,000;

(ix) Equity golf membership, The Clab at Kokulia, purchased for
$150,000;

78.  Pursumnt to 21 U.S.C. § 853(p), as incorporated by Title 18, United States Code,
Section 982(b), each defendam shall forfeit substitube property, up to the valuc of the amount
described in paragraphs 75 and 76, if, by any sct or orission of said defendant,

'8 cannot be located upon the exercise of dus diligence;

b. has been transferred, £01d to or deposited with a third party;

¢ hasbeen piaced beyond the jurisdiction of the court;

d has been substantially diminished in value; or

e has been commingled with other property which cannat be divided without

difficulty.
All in accordance with 18 U.S.C. § 982(a)X)), nd Rule 32.2(a), Federal Rules of Criminal
Procedare.

(Title 18, United States Code, Scctions 981 and 982; Title 28 Unitod States Code, Section
2461




79.
Indictment:

81.

SENTENCING ALLEGATIONS

With respect to each defendant charged in Counts One through Thirty-One of the

(=)
®)
(©)
@
(e

the Joss involved in the offeusc exceeded $80 million;

the offense involved more than minimal planming;

the offense involved & scheme to defrand more than 1 vietim;
the offenss involved sophisticated meany; and

the offense was committed through mass marketing.

With respect to Count Oue of the Indictment

0

®)

©

Defendants Rice and Hirko were each leaders and organizers of a criminal
activity that involved five or more participans and was otherwise
cxtengive;

Defendants Hannon, Yeager and Shelby wene each managers and
supervisors and the criminal activity involved five or more participants and
wak othecwise extensive; and

Deleadants Rice, Hirko, Hannon, Shelby, Howsrd and Krautz esch abused
their positions of public and private trust and defendasts Howard and
Kraztz used special skills in & manner that significantly facilitated the
cormmission and concealment of the offenses.

With respect to Counts Two through Fourteen of the Indictoyent
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©

Defeodants Rice and Hirko were each leaders and organizers of a criminal
activity that involved five or more participants and was otherwise
extensive; and

Defendunts Yeager and Shellyy were cach managers and supervisors and the
criminal activity involved five or more participants and was otherwise
extengive; and

Defendants Rice, Hirko, and Shelby each sbused their positions of public
and private trust in 2 manner that significantly faciliteted the commission
and concealment of the offenses.
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82.  With respect to Counts Fiftoen through Thifty of the Indictment:

(2)  Defendant Howsxd was s lcader and organizer of 2 criminal sctivity that
nvolved five or more participants x0d was othevwiss extensive;

(b)  Defendant Krautz was a manager and supervisor and the criminal activity
involvad five or more participants and was othcrwisc cxicnsive; and

(c)  Defendants Howard xnd Krautz cach abused their positions of public and
private trast and used special skills in a mannes that significantly facilitated
the commission and concealment of the offenses.

83,  With respect to Count Thirty-One of the Indictment:

(a)  Defendants Rice and Hannon were leaders and organizers of a criminal
activity thas involved five or moxe participants and was otherwise
exmnsive;

(d) Defendants Rice and Hannom cach abused their poaitions of public and
private trust in a manner that significantly fecilitated the commission and
conceximent of the offenees,

84.  With respect to esch defendant charged in Counts Thirty-Two through Eighty-
Eight snd T'wo Hundred Seventeen through Two Hundred Nineteen of the

Indictment:
{2) the gainis equivalent 1o the gross proceeds amount set forth in exch
particular count; and

(b}  each defendant abused their positions of public and private trost in a
manner that significantly facilitated the commission and concealment of the
offenscs.




85.  With respect 1o each dcfendant charged in Counts Eighty-Nine through Two
Hundred Sixteen, and Two Hundred Twenty and Two Hundred Twenty-One:

(8)  Bach defendant knew that the fimds involved in the offense were proceeds
of a specified unlawfil sctivity, specifically, securities fraud, in violation of
Title 15, United States Code, Section 78j(b) and 78fF. and

(b)  the value of the funds involved in the offense is set forth in each particular
count.

Dated: Houston, Texas
July 22 2004

JOSHUA R. HOCHBERG
Acting U. S. Attomey

ANDREW WEISSMANN
Director, ENRON TASK FORCE -

By: ja’-\-gakuf

“BENTON J. CAMPBELL &
SEAN M. BERKOWITZ
LISA O. MONACO
Special Attorneys, ENRON TASK FORCE

LAUREL LOOMIS
PATRICK MURPHY
Trial Attomeys, ENRON TASK FORCE




IN THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF TEXAS
HOUSTON DIVISION

X
IN RE ENRON CORPORATION :
SECURITIES LITIGATION * MDL 1446

This Document Relates To:

MARK NEWBY, et al., Individually and

On Behalf of All imilarly Situated, :
n Behalf of All Others Similarly Situate * Consolidated, Coordinated

Plaintiffs, : and Related Civil Actions

ENRON CORP,, et al,, v Case No.: H-01-CV-3624

Defendants.

THE REGENTS OF THE UNIVERSITY OF
CALIFORNIA, et al., Individually and On
Behalf of All Others Similarly Situated,

Plaintiffs,
v.

KENNETH L. LAY, et al.,
Defendants.

X

[PROPOSED] ORDER LIFTING DEFENDANT KENNETH RICE’S
STAY OF DISCOVERY

Pending before the Court is the Motion to Lift Defendant Kenneth Rice’s Stay of
Discovery filed by the Bank Defendants.! The Court having considered the Motion is of the

opinion that it should be, and hereby is:

! The Bank Defendants include: Citigroup Inc., Citibank, N.A., Citigroup Global Markets
Inc. (formerty Salomon Smith Bamey Inc.) and Citigroup Global Markets Ltd. (formerly
known as Salomon Brothers International Limited), JPMorgan Chase & Co., JPMorgan
Chase Bank, JPMorgan Securities, Inc., Bank of America Corp., Banc of America
Securities LLC, Bank of America, N.A., Barclays PLC, Barclays Bank PLC, Barclays
Capital Inc., Credit Suisse First Boston LLC, Credit Suisse First Boston (USA), Inc.,
Pershing LLC, Merrill, Lynch & Co., Inc., Merrill Lynch, Pierce, Fenner & Smith
Incorporated, Canadian Imperial Bank of Commerce, CIBC World Markets Corp., CIBC



ORDERED that the Motion is granted.
IT IS FURTHER ORDERED that:
1. This Court’s Order staying discovery sought from Defendant Kenneth
Rice (#1468), dated June 6, 2003, is hereby lifted.
2. Parties may seek written discovery from and a deposition of Defendant
Kenneth Rice, effective immediately.

SIGNED at Houston, Texas, this day of , 2004

MELINDA HARMON
UNITED STATES DISTRICT JUDGE

Inc., Deutsche Bank AG, Deutsche Bank Securities Inc., Deutsche Bank Trust Company
Americas, Lehman Brothers Holdings Inc., Lehman Brothers Inc., and Lehman Brothers
Commercial Paper Inc.
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